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I. INTRODUCTION AND SUMMARY 


A. Background 


East Palo Alto is a multi-racial suburban community located in 
the southeastern corner of San Mateo County. Control of local 
government services has long been an issue. During the 1960s, 
public services were fragmented among numerous special districts 
and the County of San Mateo. Citizens felt extremely alienated 
from the political process intended to serve them. Annexations 
by surrounding cities reduced East Palo Alto's territory, thus 
reducing opportunities for growth, economic development, and 
expansion of the tax base. 


In 1967, the county authorized the formation of a municipal 
advisory council in East Palo Alto, an elected body intended to 
advise the Board of Supervisors on matters concerning East Palo 
Alto and give the local citizens a sense of political involve- 
ment. The East Palo Alto Municipal Council has functioned well 
and has been successful in working with the Board of Supervisors 
and other governmental agencies serving the area. 


An early goal of the Municipal Council was the formation of a 
City of East Palo Alto. Several incorporation studies have been 
conducted over the past twelve years. None of them has resulted 
in an actual incorporation attempt, primarily because of the 
generally negative findings. 


The present study is a further attempt at revealing the feasibility 
ofsincorporation., UManyr oti thelold issues semaine East® Palo.Alto 
has a low property tax base and high service costs. This problem 
was recently aggravated by the passage of Proposition 13, which 
effectively reduced property tax revenue by two-thirds and re- 
stricted the creation of new special taxes. Limited commercial 

and industrial development in East Palo Alto not only limits 
property taxes but also other revenue sources, such as the sales 
tax. 


The feasibility of incorporation is dependent upon many factors, 
one of which is the fiscal soundness of the new city. This report 
provides a fiscal analysis of the current public service providers. 
All of the issues related to this incorporation are not addressed. 
Further studies should provide resolution of the boundary issues, 
an accurate estimate of alternative municipal budgets, and an 
environmental impact report. 


The actual incorporation process will involve negotiations with 
the existing service providers, the County of San Mateo, and the 


& 


Local Agency Formation Commission (LAFCO), and will require an 
election. The fiscal analysis is intended to provide informa- 
tion for use in this incorporation process. Two related studies 
currently being conducted for East Palo Alto will also provide 
valuable information. The county is preparing an area specific 
plan for East Palo Alto. This study could form the basis of a 
city general plan. More directly related to the issue of in- 
corporation is the LAFCO sphere of influence study (R-16).* The 
sphere of influence study will be the document that synthesizes 
the major issues related to the incorporation of East Palo Alto. 


Bi Summary of the Base Case Analysis 


East Palo Alto receives municipal services primarily from eight 
special districts and various departments of the San Mateo County 
government. The level of service provided by these agencies is 
generally equivalent to other urban areas in San Mateo COunr ey « 

In some cases, the level of service is higher because of specific 
problems in East Palo Alto, such as high crime rate, relatively 
high rate of fires and medical emergencies, and high dog popu- 
lation. Many roads and drainage systems are difficult to main- 
tain and are presently in substandard condition. 


The East Palo Alto Municipal Council serves as an interface between ¢ 
the residents and the public service providers. Over the years, 

the council has been successful in negotiating with the districts 

and the county regarding public services. Because of the com- 
mitment of the special districts and San Mateo County and the 

work of the Municipal Council, East Palo Alto enjoys good muni- 

Cipal services which continue to improve. 


The capital improvement programs of the main service providers 
are directed at upgrading municipal facilities, including roads, 
water supply, drainage, and sanitary sewers. A conclusion of 
the analysis of the municipal facilities was that a number of 
problems exist with present facilities. The projects presently 
under construction during the next five years should eliminate 
most of the problems. 


Two major problems are not addressed in current capital improve- 
ment programs. First, a number of road projects are required, in 
addition to the already ambitious construction program. These pro- 
jects include both reconstruction of existing roads and construc- 
tion of entirely new roads in order to utilize land more efficiently. 
Second, the water distribution system in some areas is deteriorating 
because of corrosion. The system must be protected from this 
problem, or major new costs for replacing the corroded pipes 

will be required. 


* Underscored numbers in parentheses refer to references listed 
atythe ‘end Of this report. 


Agencies responsible for municipal services in East Palo Alto 
expended an estimated $3,793,800 during 1978-79 for services 
in East Palo Alto. Total revenue generated in East Palo Alto 
during the same period is estimated at $2,908,100, not all of 
which was allocated to these municipal services. This indicates 
a present revenue shortfall. Some of the shortfall was offset 
by the state bailout funds in 1978-79, and some was offset by 
federal grants, both general revenue sharing and Housing and 
Community Development Act block grants. The balance of costs 
not covered by local revenue represents a subsidy to East Palo 
Alto by other areas of San Mateo County. 


The 1978-79 fiscal year, which has been used for the base year 
in this analysis, was unusual because of Proposition 13 and its 
temporary implementation legislation. Property tax revenue, a 
major revenue source was drastically reduced by Proposition 13. 
The average effective tax rate on each $100 of assessed value 
dropped. from $10 -to $4.F In 1978-79, this loss of revenue was 
partially replaced by state bailout funds provided by SB 154. 


The clearest case of a revenue subsidy was for police services, 
where the combined expenditures of the San Mateo County Sheriff's 
Department and the California Highway Patrol in East Palo Alto 
exceeded the local contribution for these services by nearly 

four times. Table I-1l summarizes the costs and revenue sources 
for current municipal services. 


San Mateo County's housing and community development program 
received $3,674,000 of HCDA block grant funds in 1978-79. HCDA 
grants are based on county statistics related to per capita in- 
come, unemployment, and substandard housing. East Palo Alto 
accounts for S411,000 or 11% or ithe total sounty sentitlement. 
In 1978-79 HCDA funds appropriated in East Palo Alto were 
$600,000, or 20% of the countywide entitlement. 


The projection of revenue available to East Palo Alto in the 
future indicates a fairly constant amount of revenue over the 
five year period 1980-81 through 1984-85. A number of variables 
will substantially affect these revenues, however. 


@ The amount of property taxes available will depend upon 
which municipal services are assumed by the city govern- 
ment. For this analysis, two projections were prepared, 
one for the minimum legally mandated services assumed 
bywar new ciby ivand:another fora mituld, service'icity. 


* A number of potential revenue sources would require 
approval of two-thirds of the voters. These revenue 
sources comprise approximately 16% of potential 
revenue. 


Tap le. tot: 


SUMMARY OF EXISTING COSTS AND REVENUES 
EAST PALO ALTO 


Separable 
Maintenance 
& Operation 
Costs 
1978-79 


Revenues (1978 - 1979) 

State 
Grants, 
Funds }|Assessments| Subventions Subventions 


County or 
District 
Gen. 


Municipal Service 


Police $1,472,076 |S 985,406 


21275957 


$119,371 $367,299 
189,543 
88,100 
336 


324395 


Fire Protection 462 , 300 


88,100 


Roads —0— 
21,704 


29,014 


Drainage 22,640 

61,409 
642,305 
280,801 
169,678 
Tes 7276 

36,150 
8,441 


esa 200 
160,466 


Lighting 


Water Service 


30,805 |$604,500 


Wht eT ps} 


== 
6,971 
102,168 
257,156 


Sanitary Services LOS 7102 


Local Parks and Recreation 60,943 


132,691 


4,360 
429 


Library 


Planning & Building Inspection 20,204 


4,043 


123,067 
=O= 


14,463 


Animal Control 4,398 


East Palo Alto Municipal Council 
Refuse Disposal 


-O- 
160,466 


108; L335 
ss 


TOTAL P3,793,842 61,785,736 $230,774 


$947,344 $812,168 


1. Includes the state SB 154 "bail out" funds intended to offset the impact of Proposition 13. 


ms ® 


ry State shared revenues are dependent upon population. 
Revenues available to East Palo Alto would be based on 
three times the number of registered voters. This 
approximation would underestimate East Palo Alto's 


population by 20%. A special census will be required 
to eliminate this problem. 


6 The amount of federal funds available to the new city 
is not entirely clear for the entire projection period. 
General revenue sharing funds were projected and are 
considered a reasonable estimate. The present Housing 
and Community Development Act (HCDA) block grant entitle- 
ment, currently administered by San Mateo County, ends 
in 1982. Beyond that point, funds are not projected. 
The current HCDA legislation in Congress may allow East 
Palo Alto to become its own entitlement agency. If this 
occurs, substantial new revenues may be available. These 
funds, which were $600,000 in 1978-79, could be used, 
as they now are, for community development projects, 
although some could also be used for municipal services. 


Cy Comparison of the Municipal Alternatives. 


The comparison of the municipal alternatives summarizes the key 
findings of the East Palo Alto fiscal analysis. The fiscal an- 
alysis was basically divided into two parts. The first is a 
thorough review of the existing services provided to East Palo 
Alto and a projection of costs, including analysis of the cur- 
rent capital improvement programs. The second is the formula- 
tion of two incorporation alternatives based on different assump- 
tions concerning services provided. The first alternative de- 
signated Alternative A represents a minimum service city where 
only the legally required services would be provided and where 
most of the special districts would remain in existance. The 
second alternative, designated Alternative B represents a more 
full-service city where most of the major special districts 
would be absorbed by the new city of East Palo Alto. Detailed 
cost and revenue projections were prepared for both alternatives. 


The first comparison of the municipal alternatives, including 
the base case, contrasts the projected costs of municipal ser- 
vices. This comparison is shown in Table I-2. Two key municipal 
services are not included-> fire protection, and library service. 
These services are assumed to continue being provided by the 


existing agencies, and hence do not directly bear on this an- 
alysis. 


The conclusion that may be reached from reviewing this data is 
that no substantial cost savings can be achieved through incor- 
poration. In fact, Alternative A might be somewhat more costly 
than the present situation. 


TABLE I-2 


COMPARISION OF MUNICIPAL ALTERNATIVE COSTS 


MUNICIPAL SERVICE ESTIMATED ANNUAL OPERATING COSTS 
i960=85 (19°79 Dollars) 


Grey a Crey~-"5” Base Case 3 


GENERAL GOVERNMENT $ 328,000 2 s 333,000 + |s 213,000 
COMMUNITY DEVELOPMENT 364,600 2 162,000 2 38,000 

(Including stree 

maintenance 

costs) 
POLICE PROTECTION $1,222,300 2 Sipe ook. 151500 PO0D 
PUBLIC WORKS ip olomeonls iga20s0008-— | 1,110,800 
PARKS AND RECREATION 180,000 7 189,500 2 180,000 
ANIMAL CONTROL 9,400 1 9,400 2 9,400 
CIVIL DEFENSE 3} 5)0)(0) 1 3p SOO q 8775010 
GARBAGE COLLECTION 220,000 220,000 2 53h Spee 


$3,338,600 


$37, 2597-700 $3,274,700 


1. These services would be provided by East Palo Alto. 


2. These services would continue being delivered by the existing service 
providers. 


3. The Base Case is the existing situation projected into the future. e 


The availability of revenue to East Palo Alto is overshadowed 

by the fiscal limitations imposed by Proposition 13. The key 
impact of the property tax revenue limitation is that a new city 
must finance its new operation with revenues taken from other 
agencies. No new tax rate is permitted, and the agencies no longer 
providing services must estimate the share of revenue the new city 
receives from their funds. In addition to the limitation on pro- 
perty taxes, special taxes such as franchise fees, and business 
license taxes, which are major potential revenue sources, must 
pass an election supported by two-thirds of the qualified elec- 
torate. Detailed projections of available revenue were prepared 
for the municipal alternatives. 


The key conclusion of the revenue projections was that East Palo 
Alto under either of the municipal alternatives can expect an 
increasing revenue base over the five years projected, 1980 through 
1985. The projection for Alternative B included the increased rev- 
enues divided from user fees, property taxes, and interest. Key 
variables affecting the tax base are: the growth (in assessed 
value) of local property; sales taxes, which are presently ex- 
tremely low per capita; and the availability of federal grants. 


Presently, and for the base case alternative, East Palo Alto en- 
joys a revenue subsidy from the remainder of San Mateo County. 

The largest example of this subsidy is police services, where at 
least 50% of the current budget of over $1,200,000 is supported 

by the San Mateo County general fund. This subsidy also exists 

in Public works where a large portion, nearly 50% of the county's 
road capital improvement program, funded primarily by gasoline 
taxes is related to East Palo Alto projects. If East Palo Alto 
incorporated, it would negotiate with current providers on how 
these revenues would be divided and what services would continue. 
A key assumption made during the analysis was that the county 
public works department would remain responsible for the comple- 
tion of the current capital improvement program. In any event, 

the ultimate impact of incorporation would be a shift of municipal 
service costs, either in terms of higher taxes and fees or reduced 
services, from the balance of San Mateo County to the property 
owners and residents of East Palo Alto. 


The key to the feasibility of a new city is the comparison of costs 
and projected revenues. This comparison is developed in detail in 
Chapter V of this report and is summarized in Table I-3. Review of 
this data indicates a substantial revenue short-fall for East Palo 
Alto under either alternative. The short-fall is shown to improve 
over the five year projection period because costs are assumed 

(in constant dollars,) not to increase, while most revenues should 
increase in real dollar terms. The vrojected deficits for the in- 
corporation alternatives are conservative, that is, they include 
new special tax revenues which would require voter approval. With- 
out these new taxes the deficits would generally double. 


Table I-3 


COMPARISON OF COSTS AND REVENUES 


FOR THE MUNICIPAL ALTERNATIVES 
ALTERNATIVE A - Minimum Service City e 


Cost-Revenue Projection 
(Thousands of 1979 Dollars) 


Costs and Revenue Categories 1980-81 1981-82 1982-83 1983-84 1984-85 
GENERAL REVENUE 


LOCAL . 144i tee say. 0 
STATE SHARED cs Zones 2O3%4 


FEDERAL REVENUE SHARING - ; 288.0 308.0 


$1,658.4 


DEDICATED REVENUE 
STATE SHARED Seto Se 
LOCAL $ 41.1 


eee eC 


EXPENSES (OPERATING ONLY) 
GENERAL $1,897.8 

ELIGIBLE FOR 1 
DEDICATED REVENUE 23020 


$2,147.8 . 2,147.8 


SURPLUS 
(DEFICIT) 


GENERAL $ (239.4) (142.4) (S200) 1226 250.6 
DEDICATED (Sie 4) (78.0) CEOS) Glare 7) (167.2) 


1. This includes both direct costs and applied administrative costs, etc. 


2. Assumes that voter approval is received for new special taxes which will 
equal $311,600 during the first year of municipal operation. Without this 
revenue the initial fiscal feasibility of the altermative "A" City is 
substantially worsened. é€ 


Table L-3, continued 


ALTERNATIVE B - Expanded Service City 


Cost-Revenue Projection 
(Thousands of 1979 Dollars) 


1980-81 1981-82 1982-83 1983-84 1984-85 


Costs and Revenue Categories 


GENERAL REVENUE 


LOCAL 62,206.34 2,358.5 
STATE SHARED 283.7 289.3 
FEDERAL REVENUE SHARING 233.0 261.0 


ire Sue tae cpt Segre 
DEDICATED REVENUE 
STATED SHARED Se 158.5 130-9 98.4 67.2 4lead 
LOCAL ; Ay}, ry ae 41.1 41.1 Ated 
$2,969.7] 2,969.7 | 2,969.7 | 2,969.7 | 2,969.7 
290.0 290.0 290.0 290.0 290.0 
chicas acu ay ea aie eel 


$ (246.7) (154.4) (60.9) ay, 245.8 
DEDICATED (90.4) (118.0) (150.5) (161. 7) (20 ca2) 


l. This includes both direct costs and applied administrative costs, etc. 


EXPENSES 


GENERAL 
ELIGIBLE FOR 1 
DEDICATED REVENUE 


SURPLUS 
(DEFICIT) 


GENERAL 


2. Assumes that voter approval is received for new special taxes which will 
equal $311,600 during the first year of municipal operation. Without this 
revenue, the initial fiscal feasibility of the Alternative B city is 
substantially worsened. 


e 


The fiscal analysis of East Palo Alto indicates that incorpor- 
tation at the present time, given the assumptions we have made 
concerning municipal service costs and revenues, is infeasible. 
The analysis does provide a basis for further study and also 
makes explicit the key obstacles facing East Palo Alto. 


Different conclusions about the costs of municipal services can 
be debated endlessly. We feel that the cost estimates provided, 
while not beyond reproach, are generally representative of the 
effort required to maintain existing service standards and to 
make necessary, generally minor improvements. However, lower 
levels of service or costs below our estimates would result in 
an improved fiscal balance. On the revenue side, we feel our 
estimates to be representative of a best case assumption con- 
cerning East Palo Alto. Achieving these revenues would require 

a concerted effort on the part of the community to improve pro- 
perty value and, most importantly, recover sales tax revenues 
which currently finance public services in Menlo Park, Palo Alto, 
other nearby areas.One revenue variable that is not entirely 
clear is federal grants, including revenue sharing and Housing 
and Community Development Act funds. Uncertainty about these 
federal grants exists both at the federal level, where funds 

may be increased or decreased, and at the local level, where 
decisions in’ East Palo Alto and the Gounty of San Mateo will 
affect the amount of funding available to the community. How- 
ever, the possible increases in federal funding would not ¢ 
substantially walter the sfiscais infeasibility of a City jor 
Rast=PalovAlto at this tine, becatise of the size of the 

initial revenue shortfall. Also, in the long term, it does 

not make good fiscal policy for a local agency to be ex- 
cessively dependent on federal grant programs, because these 
funds are not reliable. 
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II. EXISTING PUBLIC SERVICES IN EAST PALO ALTO 


For purposes of this initial analysis, the boundaries of East 
Palo Alto are defined as being coterminous with County Service 
Area No. 5, which comprises the unincorporated portion of San 
Mateo County between the City of Menlo Park and the Santa Clara 
County line. Figure II-1l shows the existing boundaries of 
County Service Area No. 5. 


A. Agencies Providing Public Services to East Palo Alto 


Public services are presently provided to East Palo Alto by a 
combination of San Mateo County departments and service areas, 
independent special districts, private organizations, and 

state and federal agencies. Table II-2 identifies these services 
and the agencies providing them. 


Table II-3 identifies services which are generally administered 

on a countywide basis and those which are typically provided by 
cities. If East Palo Alto incorporates, it must assume responsi- 
bility for certain of the latter, as shown in Table II-3. These 
municipally provided services include some which East Palo Alto 
currently receives from the county and from special districts 

and some which would be entirely new. Among the services which 
would cease to be provided by the county after incorporation are 
primary police protection, planning and land use controls, and road 
maintenance. In the past, these activities have been supported 

by the county's general fund and by special area taxes which are 
used to finance capital improvements or increased levels of service. 
After incorporation, some of these services could continue to be 
supplied by the county under contract with the new city, using 
funds derived from municipal sources. 


Incorporation also involves a shift in responsibility for the 
traffic control services provided by the California Highway Patrol 
(CHP). When a city incorporates, the CHP continues to patrol 
freeway routes but ceases to patrol roads or investigate accidents 
within the new city. 


A new city may also assume responsibility for services provided by 
Special districts. In East Palo Alto, special districts provide 
fire protection, water and sewer services, and local parks and 
recreation. Typically, such services are financed by a combina- 
tion of user charges and property taxes, although Proposition 13 
has severely limited the latter. 


abae 


Figure II-l 
BOUNDARIES OF EAST PALO ALTO 
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Table II-2 


EXISTING GOVERNMENT SERVICE PROVIDERS IN EAST PALO ALTO 


Government 
Service 


Schools 


ace Pub lic 
- Primary 


- Secondary 
- College 


b. Private 


Police Protection 


Fire Protection 


Road Construction 
& Maintenance 


PlLood-Control & Storm 


Drainage 


Name of 
Service Provider 


Ravenswood City School District 

Sequoia Union High School District 

San Mateo County Community College District 

Nairobi Schools (including primary and secondary 
schools and a college) 

San Mateo County Sheriff's Department 


California Highway Patrol 


Menlo Park Fire Protection District 


California Division of Forestry 


San Mateo County Public Works Dep't (Road Division) 


Caltrans 


San Mateo County Public Works Department, Flood 
Control & Water Services: 
San Francisquito Creek Flood Zone No. l 
San Francisquito Creek Flood Zone No. 2 
Ravenswood Slough Flood Zone 
East Palo Alto Gardens Drainage District 
East Palo Alto Drainage Maintenance District 


VT 


Table II-2, continued 


Government Name of 
Service ‘ Service Provider 


6. Street Lighting San Mateo County Public Works Department: 
- Ravenswood Highway Lighting District 
7. Water Supply Palo Alto Park Mutual Water Company 
O'Connor Tract Cooperative Water Company 
San Mateo County Public Works Department, Flood 
Control & Water Services 
- East Palo Alto County Waterworks District 
8. Sewage Treatment & Bast. Palo Abto-Santtary .Dirsterer 
Be roeat Menlo Park Sanitary District 
o. ReLuse, Disposal San Mateo County Scavanger Co. 
(County Service Area No. 5 - contract service) 
0. Parks & Recreation Ravenswood Recreation and Parks District 
San Mateo County Department of Parks & Recreation 
Mid-Peninsula Open Space District 
tiePtanning & Building San Mateo County Department of Environmental 
Inspection Management, Planning Division and Development 
Division 


East Palo Alto Municipal Council 


a 


Government Type of 
Service Agency 


Social & Health 
Services 


Housing & Community 
Development 
Transit 


Library 


Animal -Control 


Other General 
Government Services 


Emergency Services 


Civil Defense 


Source: McDonald & Associates 


Name of 
Service Provider 


- San Mateo County Dep't of Public Health & Welfare 
Drew Medical and Dental Center 


- Economic Opportunity Commission, Inc. 
San Mateo County Housing & Community Development 
Division 
San Mateo County Housing Authority 
Samtrans 


San Mateo County Library, East Palo Alto Branch 


Peninsula Humane Society (County of San Mateo 
Contract) 


San Mateo County 


East Palo Alto Municipal Council 


Menlo Park Fire Protection District 


Medevac, Inc. (County of San Mateo contract) 


San Mateo. County Civil Defense 


RESPONSIBILITY FOR GOVERNMENTAL SERVICES FOLLOWING INCORPORATION 


Table II-3 


» 


Municipal Services Potentially Provided by East Palo Alto 


* General Government 

* Police Protection 
Fire Protection and Emergency Services 
Public Works 


*- Road Construction and Maintenance 
- Flood Control and Storm Drainage 
—g5treet Lighting 
= wWaceY Supp ky 
- Sewage Treatment and Disposal 


Local Parks and Recreation 

* Planning and Building Inspection 
Library 

* Animal Regulation 


~Caivil” Defense 


Countywide and Regional Services Continued to Residents of e 


City) Offbase Palo (ALES 


Social Services 
Health Services 
Courts and Criminal Prosecution 
Regional Parks 


Voter Registration and Election Administration 
(City is responsible for cost of municipal elections.) 


Transit 
Other Governmental Services 


- Assessor 

- Treasurer 

- Recorder 
ECC. 


Emergency Medical Service 


Community College 


* Services marked with asterisk must be provided by a City of 


Bast Palo Alto ercier directly or by contract. é 


Source: McDonald & Associates 
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A new municipal government also has the possibility of expanding 
or reducing, within legal limits, levels of service, and it may 
initiate entirely new services. 


The base case costs and revenues estimated for this study include 
all the services normally provided by municipalities, regardless 
of which entity presently administers them for East Palo Alto. 

The 1978-79 fiscal year was chosen as a base year because it per- 
mits use of the most up-to-date information. It may not, however, 
be completely representative, particularly of revenues, primarily 
because Proposition 13 caused major disruptions in local govern- 
ment financing. Actual financing of a new city will be within 
the framework of permanent state legislation for Proposition 13 
bailout and Local Agency Formation Commission decisions. 


By Existing Maintenance and Operating Costs and Revenues 


Following the identification of municipal services, extensive 
interviews were held with existing service providers. These 

data, in combination with other financial data, formed the basis 

of the following conclusions. The major municipal services are 
described and an estimated financial schedule is offered. While 
some of this information is exact, coming directly from agencies 
whose costs and revenues are normally associated with the boun- 
daries of East Palo Alto, some estimates are based on non-separated 
costs. On the whole, these data represent an accurate estimate 

of existing municipal service costs and revenues. These variations 
are discussed with each municipal service. 


i AN Police Protection 


Law enforcement is provided to East Palo Alto by the San Mateo 
County Sheriff's Department and the California Highway Patrol. 
The Sheriff's Department provides law enforcement to all 
unincorporated areas of the county and, under contract, 
towseveral ‘cities.’ WEast’PalotAltoscontracts“for additional 
police services above the normal level through County Service 
Area No. 5, a special district created specifically for this 
purpose. Sheriff's Department services include patrol, 
criminal investigation, crime prevention, communications, 

and crime laboratory services. A sheriff's substation is 
located in East Palo Alto under the authority of a sub- 
station commander. The commander maintains close liaison 
with the East Palo Alto Municipal Council on matters related 
to law enforcement. The Council also maintains an advisory 
relationship with the California Highway Patrol, although 

it has no policy authority over either the Sheriff‘s Depart- 
ment or the Highway Patrol. 
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The combined efforts of the Sheriff's Department and the 
Highway Patrol provide a high level of service. The ratio 

of officers to total population in the area is presently 1 

per 543 residents, considerably higher than the average of 

1 per 770 identified in a survey of comparable urban areas 
(R-10). The Sheriff's Department maintains a full time staff 
of 31, of which 25 are sworn officers. The remaining staff in- 
cludes a clerk and community service officers. Three community 
service officer positions are currently vacant. The California 
Highway Patrol has six officers assigned to the area. 


Fast Palo Alto has the highest per Capita’ crime rateflin’ San 
Mateo County for both misdemeanor and felony crimes. This 
crime rate has declined over the past several years. The 
drop in crime can be attributed to increased patrols (East 
Palo Alto is presently the most heavily patrolled area in 

San Mateo County), reduction in the number of juveniles in 
the general population, and community supported crime preven- 
tion programs. 


Tablendid—4" shows) Sheriff's Department and Highway Patrol Sttatiing 
in East Palo Alto. The Sheriff's staff is divided into three 
shifts. Highway Patrol personnel are distributed between two 

units between 6 a.m. and 1 a.m. and one two-man unit between 

lt aem.fand 6srar me: é 


Table II-5 shows current estimated costs and revenues -for- the 
Sheriff's Department services to East Palo Alto. 


ie Fire Protection and Emergency Services 


East Palo Alto currently receives fire protection and emergency 
Services by the Menlo Park Fire Protection DISErICE, ae special 
district, and from the California Divaston Of FOReStiy. Gihe 
Menlo Park Fire Protection District serves most of East Palo 
Alto.~ “The Davisiony of Forestry provides service to a few small 
areas within East Palo Alto, under contract to San Mateo: County. 
since the Menlo Park Fire Protection District serves the vast 
majority of East Palo Alto residents, it is the only fire pro- 
tection service provider analyzed in detail here. 


The Menlo Park Fire Protection District serves a large area of southern 
San Mateo County, including the cities of Menlo Park and Atherton 

and the unincorporated communities of East PalopAltoreNorth Fair 

Oaks, Dumbarton Oaks, the Sequoia tract, and University Heights. 

East Palo Alto comprises approximately 10% of the district's land 
service area. 
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Table II-4 


CURRENT LAW ENFORCEMENT PERSONNEL 
ASSIGNED TO EAST PALO ALTO 


San Mateo County Sheriff's Department, East Palo Alto Substation 


1 Lieutenant 

4 Sergeants 

9 Deputies 
1 Evidence Technician 
l Steno-Clerk 
5 


; , (1 
Community Service Officers 


Total 31 Sheriff's Department Personnel 


California Highway Patrol 


Patrol Officers 


6 
Total 6 Highway Patrol Personnel 


TOTAL 37 Law Enforcement Personnel 


(1) 


Only three positions are currently filled 


Sources: San Mateo County Sheriff's Office 
California Highway Patrol, San Mateo County Substation 
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Table II-5 
SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: POLICE PROTECTION Agency: San Mateo County Sheriff's Department 


Boundary(s): Countywide agency. This includes an additional increment of service 


provided to the County Service Area No. 5 (East Palo Alto). A 
Sherritt’ seSubstation is located in Hast Palo Alto 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


County or Federal 
Cost District Grants, 
Type of Cost (Dollars) |Gen. Funds 


- Salary and Employee Benefits $1,092,709 oe 


$180,829 


- Services and Supplies Ss 185,061 


5 
TOTALS $1,247,770 $985,406 $65,000 $197, 364 


TOTAL 


CEA fungdings tom the community service, oflLicers. 


CSASNO. oeshare OL state bailout funds: 


Business inventory tax relief. 


Approximately $390,000 was derived 


> Homeowners Proper tater ciiee. from CSA No. 5 property SERIES) gE 1978-798 


ee 


if a Ml Ss 


Table II-5, continued 


SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Police Protection 


Boundary (s) : ; ‘ : 3 ; 
Statewide agency. Provides traffic control services to unincorporated areas of 


San Mateo County, including East Palo Alto. 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


Federal 
Cosit General Grants, 
Type of Cost (Dollars) Fund Assessments] Subventions] Subventions 


- Salaries and Employee Benefits S211, 025 Shoe Lappe We) S159), 4a 7, 
- Services and Supplies 13,280 2, B22 10,458 
TOTALS 322 45, 306 SIT pe ig lh $169,935 


e 


The District maintains six fire stations, one of which is in 
East Palo Alto. Services provided by the District include: 
extinguishing fires, fire prevention, building and home inspec- 
CLOM;--and emergency medical services. 


The District is governed by a Board of Directors elected by the 
residents of the District. Until the passage of Proposition ARS 
the District was financed by a general tax assessment. In 
1977-78, this tax rate was $0.6946 per $100 assessed value. 
Proposition sic effectively reduced this tax revenue to an equi- 
valent of 0.026118% of the total county tax revenue (or $1,677,000) 
for the 1978-79 fiscal year, a 50% revenue loss to the Districts 
In 1978-79, the state bailout legislation, SB 154, provided funds 
which brought revenues up to 94% of the 1977-78 budget. 


The District provides a high level of service to Basteralo Altos 
Each city and unincorporated area in California has a fire rating 
or fire insurance code which indicates the level of risk for the 


purpose of fire insurance underwriting. The Insurance Service 
Office (ISO) provides this rating in the form of a scale of one 
(best) to ten (unserviced). An average rating for an urban area 


WS LOUry Or fives! hast) Palo Alto ES rated three. Response time 
in East Palo Alto for emergencies or fires ranges from zero co 
Four minutes, depending on proximity to the fire station. 


In addition to the service provided by the fire station in Rast © 
Palo Alto, the District provides back up support from other 
districtustations) and other fire protection agencies in case of 

a Serioussiare. 


Bast Palo Alto has a high incidence of fire relative to other 
parts of the District. While East Palo Alto comprises 19% of 


Palo Alto, 


Ambulance and paramedic services are provided to East Palo Alto by 
a privetéemtinm, Medevac, Inc., under contract to the County of San 
Mateo. An ambulance unit is located at the Drew Medical Center in 
East Palo Alto. The county contracts for ambulance service ona 
countywide basis, including San Mate County's cities. The cost 
of operating the unit located at Drew is approximately $190,000. 
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Table II-6 
CURRENT STAFFING AT MENLO PARK FIRE DISTRICT STATION #2, 


EAST PALO ALTO 


Personnel Assigned to Station #2 


iee=- > Captain 

2 - Lieutenants 

3 - Engine Operators 
4 - Fire Fighters 


Personnel Assigned at District Headquarters 
Providing Emergency Support to Substations 


a6 =. Batabtion Chiefs 


3oh—--“PirerFighters 


Source: Menlo Park Fire District 
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TAB ie Lele 37 


SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: ‘Fire Protection Agency: Menlo Park Fire Protection District 


Boundary(s): Special District encompasses the city of Menlo Park, east Palo Alto, Atherton, 
North Fair Oaks, Dumbarton Oaks, Sequoia Tract, and University Heights. Six 
stations are maintained, one in east Palo Alto. 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 
State 


District Federal 
Cost General Grants, Grants, 


type, Of Gost (Dollars) Fund Assessments] Subventions] Subventions 


Salary and Employee Benefits 


- Personnel assigned to $349,440 
SiacLlon, #2 


=U DOmE SLA lt a9, 120 


i a 


D2 2iptow $189,543 


Maintenance, Service and 
Supplies 


Contingencies 


TOTALS 24627500 %CS272 57 $189,543 


Prorated share of district-wide revenues based on SB 154 "Bail-out" funds and portion 
OL countyigencral fund, as restrictions. by Proposition 13. 
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3. Public Works 
a. Roads 


Roads within the East Palo Alto area are built and maintained by 
the San Mateo County Public Works Department and the California 
Department of Transportation. The San Mateo County Road Division 
is responsible by state law and county charter for the design, con- 
struction and maintenance of all county roads except state high- 
ways and roads within incorporated cities or on private property. 
The county also provides related facilities such as storm drains 
within the street right-of-way. The California Department of 
Transportation is responsible for design, construction and main- 
tenance of all highways and related faiclities statewide and pro- 
vides these services on state highways within the East Palo Alto 
area. 


The Department of Public Works provides roads to meet current 
structural standards and to accommodate the usage indicated in 
the County General Plan. Among the stated objectives in the 
1978-79 proposed budget are "...to construct the roads listed 
according to structural standards and to accommodate the usage 
indicated on the County General Plan; to provide additional safety 
by ithe installation of signals, left-turn storage laneas, and 
pavement markers; and to maintain all roads within county juris- 
diction’ inva® condition’ that’is/ sate? for: thes-traveling: public." 
The engineering design standards require curbs and gutters on all 
new street construction. Service standards are a function of 
community desires as reflected by adopted general plans and the 
actions of legislative bodies in providing the required project 
approvals. Service standards may conflict with the engineering 
standards. For example, county engineering standards for curbs 
would impose urban design values on East Palo Alto. 


The road system in East Palo Alto consists of some 38.07 miles 

of roads and streets. Of these, 8.35 miles are on the select 
system and 29.72 are on the minor street system. Within its 
jurisdiction in San Mateo County, the Public Works Department 

is responsible for a Road Improvement Program that is delineated 

in the Capital Improvement Program (CIP). This CIP includes 
capital improvement projects that are programmed over a five year 
period. The status of these projects ranges from those that are 
"Approved Concept Plans" to those that are approved projects and 
are included in the current year county budget. The projects in 
all cases represent the recommendations of the Public Works Depart- 
ment. They are, however, subject to adoption as the transportation 
element of the County General Plan. They may also be affected by 
any modifications of the current policies used to distribute road 
funds. The CIP projects recommended for the East Palo Alto area 
for the 1978-79 through 1982-83 period are discussed in Chapter III. 
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San Mateo County's Annual road budget is approximately eight 
million dollars ($8,000,000). Most of this is derived from 
highway users gasoline taxes, with smaller amounts coming from 
miscellaneous sources, such as vehicle code fines, interest on 
deposits, and federal grants. The five year total for the re- 
commended Road Improvement Program is $25,441,000, an average 

of $5,000,000 per year. (Of this amount, $441,000 is available 
because of an underestimation of revenues in prior years.) An 
average of $4,000,000 of this amount per year is programmed for 
construction in unincorporated portions of the county. During 
this five year period, East Palo Alto is programmed to receive a 
total of $12,500,000 for the construction of roads and related 
facilities. Of this road improvement expenditure, $870,000 is 
expected to be financed by HCDA, but it has not been specifically 
allocated by the county's housing and community development program. 


Road maintenance for the East Palo Alto area is provided by the 
couity Public Works Department. For the last fiscal year, the 
anount expended for this purpose was approximately $88,000, as 
shown in Table II-8. This expenditure varies from year to year 
depending on the road maintenance required. 


Ongoing funding for road construction and maintenance is derived 
primarily from state gas tax subventions and Federal Highway 
Administration Federal Aid Urban (FAU) funds. Under state sub- 
ventions, three types of funds are available: 


@ 21/06; Funds... Thei@- uses, restricted) to) capital 
improvements except under conditions discussed later. 


C 2107 Funds. These are discretionary and may be used 
for capital, maintenance, or other uses. 


® 2107.5 Funds. These are planning funds available to 
cities. They may be used only for engineering and 
administrative expenses for city streets. 


The state gas tax subventions are available according to a for- 
mula based generally on vehicle registration and relative amount 
of total assessed value in the unincorporated area. The amount 
of these revenues available to East Palo Alto is discussed in 
Chapter IV. 


ib. SPiood Control/Stcorm- Drains 


Flood control districts are set up to provide and maintain those 
facilities not within the right-of-way of roads. In East Palo 
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TABLE 3LT -— 8 


SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Roads_and Storm Drainage 

Boundary(s): San Mateo County Public Works Department operates and maintains roads in the 
unincorporated portions of San Mateo County except on state highways or private property. 
annual costs shown in this table are for the East Palo Alto area and are within the 
boundaries identified as area 6 by San Mateo County Road Department. 


Separable Costs (1978 - 1979) 


Revenues (1978 - 1979) 


1 County Federal 
Cost General Grants, 
Type of Cost (Dollars) 


Annual operating and maintenance $88,100 
of roads and storm drainage 

facilities within the road 

right-of-way. 


TOTALS $88,100 $88,100 


Maintenance costs may vary substantially from year to year, depending on needs. 


The 


Alto those services are provided primarily by two entities: 


& The Palo Alto Gardens Drainage Maintenance District 
(PAGDMD) ; 


e The East Palo Alto Drainage Maintenance District 
(EPADMD) . 


Both districts are governed by the San Mateo County Board of 
Supervisors. 


Both districts’ facilities are designed to afford protection 
from a ten year storm. The San Mateo County, Public Works 
Department Capital Improvement Program (CIP) has programmed 
$6,000,000 in capital improvements for the five year period 
from 1978-79 through 1982-83. The districts' revenues are 
derived primarily from local property taxes. 


Traditionally, drainage maintenance district costs were covered 
by a local property tax levy. In 1978-79, because of Proposition 
13, the maintenance costs were covered primarily with county gas 
tax revenue. A recent state law (R-7) allows the county to levy 
a benefit assessment on local property owners for maintenance 
services. 


There is an inconsistency between the amounts shown budgeted 

for flood control projects and the amounts of Capital expendi- 
tures shown for storm drainage projects. This is because the 
East Palo Alto-Belle Haven storm drain project, a mitigation 
measure associated with construction of the new Dumbarton Bridge, 
is a joint effort of the state, San Mateo COMMCY peand tne sci ty of 
Menlo Park. It represents a comprehensive approach to drainage 
in the Unverr and Unie 0 watersheds, including a network of 
collectors, major trunk lines, and pump stations to discharge 
storm waters into San Francisco Bay. Funding for the project is 
from the state, San Mateo County, the City of Menlo Park, and a 
federal Department of Housing and Urban Development grant. Oper- 
ating and maintenance costs for the two districts are shown in 
Tables hi=9 > 


Several county flood control districts include portions of East 
Palo Alto, although no major facilities exist in East Palo Alto 
and maintenance costs attributable to East Palo Alto are minimal. 


4. Street Lights 
The Ravenswood Highway Lighting District serves all of the East 


Palo Alto area. It is governed by the San Mateo County Board 
of Supervisors. 
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TABLE “II -''9 


SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Flood Control Agency: Palo Alto Gardens Drainage Maintenance Di i 


Boundary (s) : 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


County Federal State Other: 
Cost General Grants, Grants, 
Type of Cost (Dollars) Fund Assessments] Subventions] Subventions 


® Engineering Services $14,400!) 


® Contingencies 600 $14,414! 


TOTALS $15,000 $14,414 


: Interest : Maintenance costs vary annually, depending on needs. 
Homeowners Property Tax Relief 2 Based partially on district property Cax. 


Business Inventory Tax Relief 
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Table II-9, continued 
SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Flood Control Agency: East Palo Alto Drainage Maintenanc 


Boundary (s) : 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


County Federal 
Cost General Grants, 
Type of Cost (Dollars) Fund Assessments] Subventions] Subventions 


Engineering Services 


TOTALS 


Interest 2 Maintenance costs vary annually depending on needs. 
Homowners Property Tax Relief 2 Basece partially pen district property stax. 


2 ; ( 
“Wusiness Inventory Tax Relief e s 


The district contracts with the Pacific Gas and Electric Company 
for street lighting services. Some street lights have been in- 
stalled in the district using Department of Housing and Urban 
Development funds and dedicated to PG&E for maintenance. 


Lighting service is generally considered to have a number of problem 
areas. The San Mateo County Sheriff's department has identified 
twelve "trouble spots" where new lights would be desirable. The 
capital cost does not present a problem. PG&E would install the 
lights, with the only cost being a monthly service charge. 


Proposition 13 effectively eliminated the district's own tax rate. 

It may now have to change from the property tax to some other type 
of service charge or assessment that is benefit related. In 1978-79, 
the district was. funded with state SB 154 bailout funds, state gas 
tax subventions, and property tax subvention funds. Operating and 
maintenance costs for the district are shown in Table II-10. 


Sweeter “OUD DLY, 


Water service is provided to the East Palo Alto area by the 
following agencies: 


fo) East) Palo.Aito. Waterworks. District324% Dhis.is by. far. the 
largest of the three. It utilizes water primarily from 
the San Francisco Hetch Hetchy System. 


fe) Palo. Alto. Parks Mutuad. District®’ , This, corporation jprovides 
water service from a well system for a portion of the East 
Palo Alto area north of the Bayshore freeway and bounded 
generally by Menalto Avenue on the west, Bay Road on the 
north, and Euclid Avenue on the east. 


fe) O'Connor Tract Mutual District...) This, non-proti tt) corporac 
tion provides water service for that portion of Hast Palo 
Alto south of the Bayshore freeway and west of Euclid Avenue. 


The two private water companies are financed by user charges. 
Although there appear to be some water service problems in these 
areas, annexation of the water companies to the East Palo Alto Water 
District is unlikely. Detailed cost and revenue data for the water 
companies was not acquired because they would not be affected. 


The East Palo Alto Waterworks District is governed by the San Mateo 
County Board of Supervisors. It is entirely self-supporting out 

of user revenues. The district purchases water wholesale from 

the San Francisco Water Department's Hetch Hetchy system and trans- 
mits it through its network of watermains and laterals. [In addi- 
tion, the district will drill two new wells which will permit a re- 
duction in the amount of Hetch Hetchy water required, at a net 
savings of $50,000 per year. 
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SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Street Lights Agency: Ravenswood Lighting District 


Boundary(s): All of the East Palo Alto Area 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


Federal State 
COSiE Grants, Grants, 
Type of Cost (Dollars) 


Engineering Services $61,409 


TOTALS $61,409 $61,409 


State gas tax revenue. : Homeowners property tax relief. 


Zz ; 
5B 154 state bailout revenue. : Business inventory tax relief. 


@ 


The East Palo Alto Waterworks District service currently meets 
or exceeds county and state standards, except for fire protec- 
tion which is limited in some areas by pipes that are too small. 
For the past seven years, all new installations have been 
designed to contemporary municipal service standards. Non- 
reactive materials have been used and installed at sufficient 
depth-to: avoid.corrosion.or..disruption. In. anticipation of 
more stringent fire protection requirements in the next few 
years as property values rise, oversize water pipes are being 
installed in all new mains. 


With increased revenues from water service rate increases in 
1972 and 1974, the district has undertaken a program of increased 
engineering and management services, upgraded maintenance, and 
implementation of a capital improvement program to replace a 
portion of the distribution lines that need upsizing and re- 
placement. Since the 1973-74 fiscal year, $303,000 has been 
committed to capital improvements. Additional improvements are 
Still required in many parts of the district. These have mostly 
been programmed in the CIP. In setting priorities, those faci- 
lities with excessive maintenance costs were scheduled for 
earliest replacement. Low capacity problems were considered as 
a low priority. The schedule of capital improvements has been 
developed beyond the usual five year period and, depending on 
future water sales revenues, could take up to ten years to 
complete. The estimated cost of the improvements is $399,200 
within five years and $328,000 for those improvements that would 
be completed beyond the five year period. 


Funds for improvements and for maintenance and operation of 

the system come from user fees. One exception to this is a 

30 year, 5%% loan of $520,000 from the state which is being 
used for a well and mains in the Bay-Newbridge corridor and 
which is being repaid at approximately $32,000 per year. 
Revenue to repay the loan is expected to come from savings 
through the use of well water. Operating and maintenance costs 
for the district are shown in Table II-ll. 


6. Sewage Treatment 


Sewage treatment, collection and disposal is provided by the 
East Palo Alto Sanitary District (EPASD) and the Menlo Park 
Sanitary District (MPSD). By far the larger portion of East 
Palo Alto is served by the EPASD. The exceptions are parts of 
the University Village area and the Bayshore Park area. 


The EPASD is a special district governed by its own elected 

Board of Directors. The Board is authorized by law to levy 

taxes on property (a power effectively eliminated by Proposition 13) 
and charge users for its services. The district owns the 
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Table II-ll 


SCHEDULE OF EXISTING COSTS AND REVENUES 


agency: Bast Palo Alto Waterworks District 


Boundary(s): All of the East Palo Alto area except a portion bounded generally by Euclid Avenue 
on the east, Bay Road on the north, Poplar Avenue on the east and O'Connor on the 
south. These excluded areas are served by the O'Connor Water District and the 
Palo Alto Park Maintenance District. 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


Federal State Other: 
Grants, Grants, Interest 
Assessments] Subventions] Subventions 


Cost General 
(Dollars) Fund 


hy PemOLn Cost 


Services and Supplies $6227 305 $599,500 


Contingencies 20,000 


TOTALS 56425305 $599,590 $42,805 


collecting system of mains and laterals. It contracts with the 
City of Palo Alto for treatment and discharge of sewage. Under 
the agreement, the EPASD can discharge up to 2,250,000 gallons 
per day. For these capacity rights, it is obligated to pay Palo 
Alto approximately $52,000 per year until 1981 as a share of the 
capital cost of the treatment plant, in addition to an average of 
$120,000 per year for treatment costs. 


There are two sets of standards that the EPASD wastewater system 
must meet. The first regards the sufficiency of the conveying 
system of laterals and mains. These should be of sufficient 

size and gradients to allow sewage to flow under gravity. The 
integrity of the system should be such as to prevent infiltration 
of groundwater into the mains or exfiltration of effluent into 
the ground and water table. The second set of standards 

concerns the degree of treatment of the sewage before its dis- 
charge into waterways. 


Because the EPASD contracts for the treatment of its sewage and 
in all probability will continue to do so, the problems it is 
concerned with are those of the collecting system. Ina 1973 
study of the EPASD system, the district's consulting engineer 
found several deficiencies (R-2). Briefly stated they were: 


e Deficiencies in capacity with the possibility of 
sewage backup and overflow; 


e Infiltration of groundwater through deteriorated 
pipe joints; 


e Lines operating under pressure with the possibility 
of exfiltration of sewage into the water table. 


In order to remedy these deficiencies, the consultant's report 
recommended that several improvements be undertaken in a seven 
stage program. The EPASD Board has adopted these recommenda- 
tions as its capital improvement program. Three of these im- 
provements were considered to require immediate implementation. 
The first and most expensive, replacement of twelve and fourteen 
inch wood stave pipe along the levee to prevent sewage overflow, 
has been completed. The second, replacement of sewer lines 
along Green and Beech streeets, was partially completed before 
work was suspended due to litigation with the contractor. Work 
has not yet started on the third, sealing of sewer lines between 
levee and Cooley Avenue. The other improvements were not viewed 
as immediate needs and were scheduled for implementation from 
1980 to 1989. The costs and recommended implementation dates 

of these projects are shown in Table III-1l. Work on the CIP 
projects will resume when litigation is concluded. 


oe) 


In the past there have been two sources of revenue available to * 
the EPASD, a property tax and user fees. The property tax 
generated approximately $80,000 during the 1978-79 fiscal year. 

The other source is a service charge to users that operates on 

a scale beginning at $27.00 for a Single family residence and 

is adjusted upward for multiple units. The service Charge pro- 
vided nearly $160,000 during the 1978-79 fiscal yeCaxcm The 
district's revenues are placed in a single fund which covers 

all expenses. Opearating and maintenance costs for the sarstrict 
are shown in Table II-12: 


Fikes Refuse Disposal 


East Palo Alto receives refuse disposal service from the San 

Mateo County Scavanger Company, under a contract with County 

Service Area No. 5. The service is mandatory and is entirely 
supported by user charges placed on the Dropenty stax sbi 


BS. Parks and Recreation 
Seo ana necreation 


Parks and recreation services are provided to East Palo Alto by 

the Ravenswood Recreation and Parks District; avspecial 6 A a Wor 
and the Mid-Peninsula Open Space District. The Ravenswood Dis- a 
trict boundaries are generally coterminous with County Service 

Area No. 5 (East Palo Alto). The district was formed in 1951. 

The Mid-Peninsula Open Space District is a regional agency which 
includes a portion of San Mateo County. 


The Ravenswood District's recreation facilities include three 
local parks. The Ravenswood Center Park is the main Laciiiry, 
located on a four and one-half acre Site at University Avenue 
and Bell Street. Major improvements at the Center Park include a 
gymnasium, offices for the district's related activitiesrea 
social center, meeting rooms, and the community swimming pool. 
Other improvements include a kiosk area, a tot lot, volleyball 
courts, horse shoe pits, shuffle board courts, barbecue pits 
and picnic tables. Jack Farrell Park, located on a three and 
One-half acre site at Michigan Avenue and Fordham Street, and 
Martin Luther King Field, located on a two and one-half acre 
site on Daisy Lane off O'Connor Street owned by the Sanitary 
District, are developed primarily as baseball fields. 


By national standards, the local parks provided by the district 
are only marginally adequate. Table II-13 shows standards used 
by national agencies for neighborhood parks. East PalovAlto, 
with a total of ten and one-half acres of neighborhood parks 
and a population of approximately 18,000 people, has one acre 
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Table II-12 


SCHEDULE OF EXISTING COSTS AND REVENUES 


Se ee es eae oe eule. Agency: East Palo Alto Sanitary District 


Boundary(s): The East Palo Alto area except a portion northerly of Bay Road and westerly of 
Menalto. The excluded portion is served by the Menlo Park Santary District. 


Separable Costs (1978 - 1979) 
District Federal State Other: 
Cost General Fees, Grants, Grants, oe 
Type of Cost (Dollars) Fund Assessments] Subventions] Subventions 


Salaries and Employee Benefits |] $ 55,140 


@ Maintenance and Operation Costs] 165,661 | $105,102 | $158,728 $10,0007 


Debt Service 60,000 


TOTALS $280,801 (5105,202-1 5158, 728 $10,000 


Pnberes ia 
Homeowners and Property Tax Relief 


Business Inventory Tax Relief 


8E 


AIEEE ARR E co a le 


COMPARISON OF SPACE STANDARDS FOR NEIGHBORHOOD PARKS 


National Maximum 
Average: Service Size Maximum 
Reference Source 1 Acre per Radius Range Population 
800 people (Mile) (Acres) Served 
Uno. eouteau. of Outdoor 1/800 A yf 22 4-10 8,000 
Recreation Guidebook 
for Recreation 
Planning 
Federal Security Agency 1/800 172 a a Oree O00 
American Public Health 1/800 1/2 2 o—=6.25 5 000 
Association 
National Recreational 1/800 V2 AAP ho tool 0) 8,000 


& Park Association 


Source:~McDonald &-Associates 
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of park for every 1,714 people. These figures do not reveal the 
entire story. It is important to recognize programs, facilities, 
and activities sponsored by the district. The district sponsors 
active community-oriented recreation programs designed for all 
age groups, which include competitive team sports, competitive 
individual sports, and non-competitive activities. In comparison 
with other cities, these programs are also quite limited. 


The district is seeking a large expansion of facilities by 
purchasing the Ravenswood High School site. Initial approval 

has been granted for this purchase, but grant funds are being 
held up by a legal technicality. The school site presently has 
106,000 square feet of building on 31.3 acres. This space would 
be converted to a community recreation center that would increase 
recreation space available to the community. Table II-14 shows 
the 1978-79 operating budget for the district. 


9. Planning and Building Inspection Services 


Planning and building inspection services are provided to East 
Palo Alto by two agencies, the San Mateo County Department of 
Environmental Management and the East Palo Alto Muncipal Council. 
The Department of Environmental Management provides zoning, 

general planning and building inspection services. The East 

Palo Alto Municipal Council maintains a planning staff to assist 
the Councilin planning matters that affect East Palo Alto and 

to conduct design review for local development projects. (The 
cost to East Palo Alto of maintaining this planning staff is 
included in the discussion of the Municipal Council which follows.) 


Planning and building inspection services are financed by a 
combination of fees and the county general fund. Because East 
Palo Alto is largely developed, only a small amount of new con- 
struction is occurring, although there is a significant amount 
of rehabilitation. Building inspection is therefore limited to 
this remodelling activity and the small number of new homes and 
apartments that are constructed. 


Because no area-by-area statistics are maintained by the county 
Building Inspection Division, it is difficult to determine costs 
and revenues related to inspection services in East Palo Alto. 
An estimate of services equal to one full-time inspector has 
been used as the basis for the cost calculation. 


Planning services are also difficult to estimate. The planning 
department primarily provides zoning and subdivision ordinance 

administration. These services are estimated to equal an addi- 
tional one-half time commitment of a planner. 
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SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Local Parks and Recreation Agency: Ravenswood Recreation and Park District 


Boundary(s): Generally coincidental with county service area #5. 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


Federal State Other: 
Cost General Fees, Grants, Grants, 
Type of Cost (Dollars) __ Fund Assessments] Subventions] Subventions 
Salary & Employee Benefits $69,630] $60,943 oy SOU $62,000 


Services and Supplies 8,430 


Other Charges a1 s7a9e 


(Interest, Debt Retirement and 
taxes) 


Capital Cnet aes P1,000,000 


P1,169,678] $60,943 po02 , 207 


: This represents the proposed purchase of Ravenswood High School. 

Grant funds approval is pending at this time. 
2 This sum was provided as 1978-79 "Bail-out" funds by the state - SB 3l 

@eurce (R-10) | oe 
3 


CETA Reimbursement 


we 


Revenues are presently derived from both fees and the county 
general fund. After Proposition 13, development processing 
fees rose to nearly 50% of combined planning and building 
division revenues. Table II-15 shows current estimated costs 
and revenues for the planning and building inspection services 
provided to East Palo Alto. 


10-. Library 


Library services are provided to East Palo Alto by the San 
Mateo County Library, a county department that services nine 
cities in San Mateo County, as well as the unincorporated 
areas Di-the .county, 


Until the passage of Proposition 13, the county library was 
financed by a special library tax rate applied to areas of the 
countysserved.,.fin 1977-78 this tax rateswas,S0.23 per $1000 
assessed value. The revenue restrictions imposed by Proposition 13 
reduced county funds for the library by 40%. The state bailout 
funds in 1978-79 provided some assistance, but service levels 
dropped considerably, most notably library operating hours, 

special services, and new materials. 


Table II-16 is a profile of the-San Mateo County Library Branch 
at East Palo Alto. The county library is a member of the 
Peninsula Library System which integrates the county library 
system with the seven city libraries in San Mateo County. 

These libraries cooperate and extend services to each other's 
registered borrowers. 


A major reduction in service occurred following the library 
budget cuts associated with Proposition 13. This reduction in 
service resulted in a 40% drop in circulation at the East Palo 
Alto Branch. 


Table II-17 shows current estimated costs and revenues for the 
Bast Palo Alto Branch Librarye 


Ets Animal Control 


Animal control services for East Palo Alto are provided by the 
Peninsula Humane Society, a private organization that contracts 
animal control services to San Mateo County. Services provided 
by the Humane Society include stray animal control, spaying, 
neutering, and animal shelter and care. Until 1978-79, the 
Humane Society was also responsible for licensing. In 1978-79, 
dog licensing was permanently transferred to the county tax 
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SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Planning & Building Inspection] agency: 


Boundary (s) : County wide 


Separable Costs (1978 - 1979) 


Cost 
Type of Cost (Dollars) 


e Salaries & Employee Benefits $31,700 


e Services and Supplies 4,760 


$36,150 


San Mateo Dept. 


of Environmental Management 


Revenues (1978 - 1979)’ 


General 


Federal State 
Granites, Grants, 


Fund Assessments] Subventions] Subventions 


$20,204 $14,463 


$20,204 $14,463 


$1,063 $200 $220 
$1,063 $200 $220 


we 
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PROFILE OF THE EAST PALO ALTO BRANCH, 
SAN MATEO COUNTY LIBRARY, 1978-79 


Population served 


Registered borrowers 


Operating hours 


Annual circulation 


Annual reference 


TOotalsis tar & 


(full time equivalent) 


Size of facility 


Number of volumes 


1 


Circulation declined over 


18,000 + 


Gpo25 
36 per week 
27,9907 
yt 60 


4.8 


10,572 square feet 


2949 20 


40% when the 


operating hours and other services were 
reduced because of budget cuts. 
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SCHEDULE OF EXISTING COSTS AND REVENUES 


Agency: San Mateo County Library 


Boundary(s): County wide agency with 14 branch libraries, one in East Palo Alto. 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


Federal State 
Cost Grants, Grants, 
Type of Cost (Dollars) Assessments] Subventions] Subventions 


2 
e Salaries and Employee Benefits AS A Sead k $257,450 


@ Services and Supplies psp poe) $132,691 


bL587276 Ss, Oo Ul $25,156 


Library district share of county wide tax rate 


pee ee ear iout cunds: 1979279 


e o 
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collector. Other sources of revenues in addition to dog license 
fees include service fees for spaying and neutering, the county 
general fund, and federal grants (CETA). 


Budget cuts associated with Proposition 13 and the loss of CETA 
personnel for fiscal year 1978-79 caused a reduction in services 
to East Palo Alto. East Palo Alto has the highest rate of 

demand for control services in San Mateo County. The number of 
dogs is proportionally higher than in other areas, and more com- 
plaints are received about stray dogs, bites, barking, and other 
nuisance behavior by dogs. Until 1978-79, East Palo Alto received 
a higher level of service than other areas of the county. Service 
reductions have brought East Palo Alto service more in line with 
other areas of the county, but, because of higher demands, the 
community's needs are not met as well as in previous years. 


Table II-18 shows current estimated costs and revenues for the 
animal control services provided to East Palo Alto. This table 
does not include costs or revenues for other humane society 
services such as spaying or neutering. 


ee East Palo Alto Muncipal Council 


The San Mateo County Board of Supervisors formed the East Palo 
AttouMunicinpal,counci jin, L96/7.ci ene: Munacipal Councidoas tan 
elected body intended to provide community leadership and to 
advise the County Board of Supervisors and other public service 
providers on matters affecting East Palo Alto. Continuing acti- 
vities of the council include: 


e Promoting local business and economic development; 

e Facilitating the delivery of social and human services; 

® Facilitating the delivery of public health and safety 
services; 

® Participating in housing and community development 


programs in an effort to upgrade the housing stock 
and encourage social and cultural development; 


® Evaluating the possibility of incorporation. 


The Municipal Council holds two public meetings a month, in 
addition to other study sessions and community forums. ther 
responsibilities of the council and its small staff include 
coordinating the activities of the East Palo Alto Youth Services 
Program, administering the County Service Area No. 5 garbage 
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SCHEDULE OF EXISTING COSTS AND REVENUES 


Service: Animal Control Agency: Peninsula Humane Societ 


Boundary (s) : County wide agency. 


Separable Costs (1978 - 1979) Revenues (1978 - 1979) 


Federal State 
Cost General Grants, Grants, 
Type of Cost (Dollars) Fund Assessments] Subventions] Subventions 


e Salaries and Employee 


Benefits 


e Services and Supplies 


: Dog Licences 
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collection service, and assisting the County Housing and Community 
Development Division in administering HCDA grant funded projects 
in East Palo Alto. The council staff also assists the county 
Department of Environmental Management Planning Division on local 
project review. The county recently established a design review 
ordinance for East Palo Alto that is administered by the council's 
StaLi. 


Funding for the Municipal Council 1978-79 was derived from the 
county general fund and HCDA grant funds. Costs and revenues 
are shown in Table II-19. 


eG. Projection of Base Case Municipal Service Costs 


The fiscal comparison of various incorporation alternatives re- 
guires a projection of the base case costs of the existing muni- 
cipal service providers. The following section provides this 
cost projection for the years 1980 through 1985. As stated 
earlier, the 1978-79 fiscal year, used in this chapter as a data 
base, is not particularly representative of the various agencies’ 
fiscal status, primarily because of the state bailout funds to 
local government mandated by SB 154. Subsequent financing for 
municipal services will be subject to the recently passed AB 8, 
which establishes a permanent solution to the fiscal crisis 
caused by Proposition 13. Initial analysis of the impact of 

AB 8 on the allocation of property tax revenue indicates that 
the level of service provided in the 1978-79 fiscal year for most 
services will be maintained. Although property tax revenue 
limitations are a key restraint to municipal service providers 
dependent on them, a further restraint will be applied if the 
Gann Initiative passes later this year. The Gann Initiative is 
intended to limit growth in local agency spending to increases 
related directly to inflation and population growth. This limit 
will only apply to agencies which derive income from property 
tax revenues. These agencies are indicated in Table II-20. 


The municipal service cost projection is expressed in Table II-20. 
The services listed include all those currently being provided 
to East Palo Alto that could potentially be delivered by an in- 
corporated city. Costs for the period 1980-85 are all assumed 
to increase at the average rate of inflation for government costs. 
The 1979 costs are based on preliminary 1979-80 budget figures. 
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Tablep-Ei-19 
SCHEDULE OF EXISTING COSTS AND REVENUES 


Agency: East Palo Alto Municipal Council 


Boundary (s) : 


Coterminous with County Service Area No. 5. 
Separable Costs (1978 - 1979) Revenues (1978 - 1979) 
County Federal State Other: 
Cost General Fees, Grants, Grants, 
Type of Cost (Dollars) Fund Assessments] Subventions] Subventions 


e Salary and Employee Benefits S473 31 
S123;.067 


e Services and Supplies 


mood, 2ZO0RIES1 237067 $101,857 


Garbage service under CSA #5. 


@ @o Ss 
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Tab ex 20 


PROJECTIONS OF BASE CASE MUNICIPAL SERVICE COSTS 


1980-85 
Average Annual 
1978-79 Operating Costs 


Separable Costs (1979 dollars) 


Police Protection* Sb 4 P20 76 Sie OOOO 


Fire Protection & 


Emergency Services* 462,300 500,000 
Public Works 
- Roads 88,100 100,000 
- Flood Control & Drainage* FS aged owe 10) 25000 
Street Lighting* 61,409 105, £00 
Water Supply 642,305 600,000 
Sewage Treatment* 280i, 00 L 280,800 
Refuse Disposal 160,466 220,000 
Parks and Recreation* 169,678 180,900 
Planning & Building Inspection* 367/450 38,900 
Library* 156-7276 166,000 
Animal Control* 8,441 8,900 
East ‘PaloraAlto! Munveipal’Ccouncil* 2317,200 213,000 
TOTAL S391 9 3852 $3,936,700 


* 
These agencies would be subject to Gann Initiative spending 
limitations. 


Source: McDonald & Associates 
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Iii. CAPITAL IMPROVEMENTS FOR MUNICIPAL FACILITIES 


East Palo Alto has experienced a number of problems with its 
municipal facilities: flooding; groundwater infiltration into 
the sanitary sewer system; excessive water service pipe cor- 
rosion. Also, many roads are narrow, in poor repair, and 
lacking curbs and gutters. The capital improvement programs 
of the responsible agencies are directed at reducing these 
problems. 


Improvements required for East Palo Alto's municipal facilities 
include improvements to the water supply and sanitary sewer 
systems, new streets, improvements to existing streets, and 
improvements to the storm drainage system. Many of the required 
improvements are under construction or in current capital im- 
provement programs. There are two major problem areas not 
programmed for repair or construction. 


A number of streets in East Palo Alto, especially in the Palo 

Alto Park area, lack curbs and gutters and are in POOELCends tion: r) 
The County Public Works Department estimates that, in addition to 
projects presently under construction or planned, these 5.37 miles 
of streets in Palo Alto Park should be repaired. The cost of 

this work depends largely upon the standards of construction; 

new surface and shoulders would cost $567,100. In addition to 

the streets requiring repair or reconstruction, a number of 

new streets and cul-de-sacs are required to make better use of 
land in the Weeks Subdivision. The estimated cost of this work 

1S) 27,485,000. 


The other municipal facility requiring improvements not presently 
reflected in the current capital improvement program is the 

water distribution system. There are two areas where replace- 
ment needs are recognized but not programmed. University Village 
and Palo Alto Gardens presently have cast iron water service 
pipes that were installed during the 1920s. These lines are 
undergoing electrolysis, which is causing gradual deterioration. 
There are also two alternative solutions to the electrolysis 
problem. The first is replacing the entire system in these 

areas with non-reactive asbestos-cement pipe. The estimated cost 
of this alternative is $4 to $6 million. The second alternative, 
which is far more economical, is installation of cathodic pro- 
tection on the existing lines. This improvement would extend 

the useful life of the present system 35-50 years beyond their 
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present life expectancy. The cost of installing cathodic pro- 
tection is estimated at $500,000. 


Revenue for the required capital improvements is derived from 
a variety of local, state, and federal sources. The following 
paragraphs describe the revenue sources for the four capital 
improvement categories. 


« Street construction and maintenance in San Mateo County 
are primarily funded by state gasoline tax revenues 
which are shared with cities and counties. Traffic 
safety devices are funded with local vehicle code fine 
revenue. Some specific road projects are funded by 
federal grants such as Housing and Community Development 
Act block grants, Federal Highway Administration grants, 
and Federal Aid - Urban grants. East Palo Alto road 
projects in the current capital improvement program (R-19) 
account for over 46% of total programmed expenditures for 
the entire county planned over the five year period 
1978-79 through 1982-83. 


e Water service capital improvements and maintenance costs 
in East Palo Alto are funded directly with user fees and 
loans serviced by user fees. In 1978, the district re- 
ceived a $520,000 low interest loan from the State of 
California Safe Drinking Water. Bond Act. In the past, 
HCDA funds have been used for improvements in the district. 


® PpeyRasteralo Alto Sanitary District. finances, itsscapi tal 


impovements directly through user fees and property 

taxes. The district is on a pay-as-you-go basis and main- 
tains a single fund for all capital and maintenance costs. 
The base annual service charge for a single family unit 

is $27.00. Property taxes continue to contribute to dis- 
trict revenue, although less than prior to Proposition 13 
when property tax revenue accounted for 50% of district 
revenue. 


& Storm drainage and flood control projects are funded by 
county property taxes, state shared gasoline taxes, federal 
housing and urban development grants, and the California 
Department of Transportation. Caltrans is planning to 
construct a major drainage outfall in conjunction with the 
Dumbarton Bridge project. The outfall will serve both 
East Palo Alto and parts of Menlo Park. 


A recently passed state law, AB 549, will permit drainage 
districts to levy benefit assessments for services provided 
to property owners. This law will also permit lighting 
districts to assess property owners for benefits received. 
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Under the base case, completion of the capital improvements @ 
would remain the responsibility of the existing agencies. 
Similarly, it is assumed that under either incorporation alter- 
native, the County Public Works Department would retain respon- 
sibility for the road and drainage projects presently under 
construction or approved. The City of East Palo Alto would 


eventually assume responsibility for future road construction 
and maintenance. 


Table III-1l summarizes capital improvements presently planned 
or under construction. Table III-2 is a detailed breakdown of 
the improvements. The cost figures shown are adjusted from the 
various sources to reflect ccsts in 1979 dollars. It must be 
noted that these costs are conservative estimates. Bidding on 
recent capital improvement program projects indicates some pro 
ject costs well above initial estimates. 


The financing of many of these projects, regardless of the 
governmental entity responsible, will undoubtedly result in 


higher costs to service users. The enterprise services such as 
water and sewer service, may rely on higher user fees, commen- 
Surate with increased costs. The services that have depended 


on property tax revenue or state subventions may have serious 
proplenc. This is patticullariy true cor road CONSErUCELOn, which 
in San Mateo County has been almost exclusively funded by state 
gas tax subventions. These funds are declining in value because 
of inflation. General obligation bonds secured by property 
assessed value were effectively eliminated by Proposition 13. 
Property tax revenue, much reduced by Proposition 13, is pro- 


jected to increase in real dollars at a very slow rate. Pro- 
jects dependent upon property tax and gas tax revenues will 
require additional funding sources in the years to come. These 


sources may include increased federal grants, increased state 
subventions, or local assessment districts for specific improve- 
ments. The capital improvement program for roads currently 
includes an assumption that HCDA financing of $800,000 will be 
received. However, HCDA has not committed these funds. 
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table viTit=2 


SUMMARY OF REQUIRED CAPITAL IMPROVEMENTS 


Capital Total 


Improvement Capital Cost 
Category (1979 dollars) Planned Sources of Revenue 
streets 
= In Capital e State gas tax 
Improvement : : 
Program $11,812,200 e Vehicle code fines 
e Housing & Community 
- Not in Capital Development Act Grants 
Improvement 
Program 3,052,100 e Other federal grants 


Water Supply 


- In Capital e State loans or bonds 
Improvement financed by user charges 
Program 449,300 

— NOt teaprta. 

Improvement 
Program 500,000 
Sanitary Sewers 170597000 e Presently entirely 
financed by user charges 
& local property tax 
Storm Drainage & 5,407,300 e Loans financed by special 
Flood Control assessments 
e Housing & Urban Development 
(HUD) grant 
e Caltrans 
e Housing & Community Devel- 
opment block grants 
TOTAL S227 2/9900 


Sources: McDonald & Associates 
J. Warren & Associates 
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Tables lit=2 
SCHEDULE OF MUNICIPAL IMPROVEMENTS 


ee a eee 


0S 


Present Agency Capital 1. 
Capital Improvement Purpose Responsible Status Cost 
(000) 


I. STREETS (R-12) 


iXy (GMUP Jahbvols(eneGre | IE TA 0S) 


(1979 dollars) 


1. Bay Road - Newbridge Corridor. Substantial cost savings for San Mateo Co. 78-79 Budget S VHsoW 
Undergrounding of 60 KV Trans- the remaining road construc- 
mission line between Willow Rd. tion portions of the corridor 
& Cooley Landing Substation. project. 

2. East Bayshore Frontage Road. Resurfacing of road. San Mateo Co. 78-79 Budget 64.0 
Resurface between Cooley Ave. 

& San Francisquito Cr. Bridge. 
3. Capital Street Resurfacing of road. San Mateo Co. 78-79 Budget 6.0 
B.. CIP Budgeted Prior to 1978-79 

1. Bay Road - University to Construction, utilities San Mateo Co. 77-78 Budget 277 D000 

Pulgas Ave., Phase I undergrounding, right-of-way. 
C. CIP Planning Projects 

1. Newbridge Street. Rebuild existing curbs, San Mateo Co. Approved 2,660.0 
Widen to four lanes between gutters, bicycle lanes both Concept Plan, 

Willow Rd. & Bay Rd. Sides & underground utilities. 80-81 

2. Bay Road - Newbridge St. to Widen to four lanes with San Mateo Co. Approved PA yf Asieh Ib 
University Ave. curbs, gutters & sidewalks. Concept Plan, 

Includes bicycle lanes each 81-82 
side & utility undergrounding. 

3. Bay Road - Pulgas to Cooley Widen to four lanes with San Mateo Co. Approved 1 Sess) 

Landing. curbs, gutters & sidewalks. Concept Plan, 
Includes bicycle lanes each 82-83 
Side & utility undergrounding. 

4. Beech Street - Clark Ave. Construct standard county im- San Mateo Co. Approved PEIN 
to Pulgas Ave. (presently proved residential street w/ Concept Plan, 
unimproved). curbs, gutters & sidewalks. 82-83 

5. Garden St. - Clark Ave. to Construct standard county im- San Mateo Co. Approved 28209 


Pulgas Ave. (presently un- 
improved), 


proved residential street w/ 
curbs, gutters & sidewalks. 


Concept Pian, 
82-83 


SS 
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TableyiLi~2, 


Te STREETS (C- 


Gr 


Continued 


Capital Improvement 


Runneymeade St. 
to Clarke Ave. 
improved). 


Runneymeade St. 


Planning Projects, 


cont.) 


- Cooley Ave. 
(presently un- 


= Pulgas Ave. 


to East Palo Alto Levee 
(presently unimproved). 


Projects Identified by East Palo 
ALTeouS taht 


Ne 


ae 


Palo Alto Park 


Improvements to street shoulder 


areas. 


Weeks Area 


Area. 


(Poultry Colony). 


New streets to break up very 


large blocks. 


II. WATER SUPPLY 


A. 


EEve, YeaneClPeProyects 


i 


Bay-Clarke to Pulgas. 
Upgrade existing water main 


maton (HY hevoy Ieee" - 


Runneymeade-Cooley to Pulgas. 
Replace 4" with 8". 


Beech-Clarke to Pulgas. 


Replace 4" line with 8" 


line. 


Garden-Clarke to Pulgas. 


Replace 4" line with 8" line. 
Willow Rd. 
Replace 8" line with 12" line. 


Circle Drive 


Replace 2" with 6". 


Purpose 


Construct standard county im- 
proved residential street w/ 
curbs, gutters & sidewalks. 


Construct standard county im- 
proved residential street w/ 
curbs, gutters & sidewalks. 


Eliminate mud conditions 
during rainy season; pathway 
for pedestrian use -- off- 
street travel-way. 


Allow interior development of 
large parcels & improve cir- 
culation. 


Line is deteriorated & would 
be removed for road improve- 
ments. New capacity for in- 


dustrial area & Cooley Landing. 


Existing 4" is deteriorated 
& under capacity. 


line is deteri- 
under capacity. 


Existing 4" 
orated & 


line is deteri- 
under capacity. 


Existing 4" 
orated & 


Relocate to avoid conflict 


w/Dumbarton construction. 


Eliminate problem with 2" 
line. 


Responsible 


San Mateo Co. 


San Mateo Co. 


None 


None 


East Palo Alto 
Water District 


East Palo Alto 
Water District 


East Palo Alto 
Water District 


East Palo Alto 
Water District 


East Palo Alto 


Water District 


East Palo Alto 
Water District 


Status 


Approved 
Concept Plan, 
82-83 


Approved 
Concept Plan, 
82-83 


Noteinecrp 


Not in CIP 


Out for bids 
1980-81 CIP 


POST = 3 2 ene 


LIS2—83eCTP 


U6 2— 8 see E 


Beyond 5 year 
Wh) CEB 


Beyond 5 year 
Jqiey ene 


or 


Cost 
(000) 
(1979 dollars) 
OAS. 


ARYA 


HO sal 


2,485.0 


9S 


Table I1I-2, Continued 


Capital Improvement 


ii. WALLER SUPPL Yan (eon Veda Cl cont.) 


7. Woodland-University to Cooley. 


Replaces with) 8)o% 0. 


8. East Bayshore-Menalto to 
Euclide 
aye 2 aelner 


Ba NO tatne Cre 
1. Palo Alto Gardens & 


University Villages. 
Catalytic protection. 


Purpose 


Replace defective main. 


Intertie between two sections 
of district for fire protec- 
SIN, 


Install cathodic protection 
to prevent electrolysis of 
cast iron pipes. Should ex- 
tend life 30-50 years. 


III. SANITARY SEWERS - Projects in Current CIP (R-13) 


Stage 2 Improvements 


1. Replace sewer lines on Green 
St. & on Clarke Ave. 


Stage 3 Improvements 


1. Seal all pipe joints between 
the Levee & Cooley Ave. 


Stage 4 Improvements 


1. Replace sewer line on Pulgas 
between O'Connor & Bayshore 
Freeway. 


Prevent overflow at peak 
flow. 


Reduce infiltration inflow 
thereby reducing district 
flow volumes & reducing 
treatment costs. May elimi- 
nate need for new sewer line 
on O'Connor St. because of 
reduced flows. 


Sewer line operates under 
pressure currently; however, 
can handle additional flows 
without overflowing. 


Present Agency 
Responsible 


East Palo Alto 
Water District 


East Palo Alto 


East Palo Alto 
Sanitary Dist. 


East Palo Alto 
Sanitary Dist. 


East Palo Alto 
Sanitary Dist. 


Status 


Beyond 5 year 
CEP. 


Beyond 5 year 
Cre 


Not currently 
programmed in 
CrP. 


Budgeted but 
held up by 
litigation. 


Budgeted but 
held up by 
litigation. 


1980 CIP 


Capital 
Cost 
(000) 


(1979 dollars) 


IL) 4 


500.0 


22279 


142.4 


142.4 


LS 


ww 
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Table III-2, Continued 
Present Agency Capital 
Capital Improvement Purpose Responsible Status Cost 
(000) 
(1979 dollars) 
III. SANITARY SEWERS (cont. ) 
Stage 5 Improvements 
1. Replace Bay Rd. trunk sewer, Line is undersized (because East Palo Alto 198 3RErLP s 364.9 
between Cooley & Tara St. of depth sewer flows under Sanitary Dist. 
pressure & can handle flows 
for short time into future). 
Stage 6 Improvements 
1. Replace lower portion of sewer Line presently operates under East Palo Alto hist) (Cate 80; 1 
line - O'Connor St. & Gardenia pressure & could handle addi- Sanitary Dist. 
Way. tional expected future flow 
without overflowing. Replace- 
ment will provide emergency 
extra capacity & prevent ex- 
filtration & groundwater con- 
tamination. 
Stage 7 Improvements 
1. Replace existing flow meter Provide continuous & cumula- East Palo Alto 19 8 SELP 106.8 
with magnetic flow meter. tive flow information to Palo Sanitary Dist. 
Alto Treatment Plant; prevent 
overcharges due to faulty 
meter readings. 
IV. STORM DRAINAGE/FLOOD CONTROL 
Projects ane Cur Gene cre 
Bevo rein yan eb sOgie Citas Priority 1 requires Unit l & 
Unit 2 programs to have the 
necessary pumping stations 
to dispose of storm waters. 
1. Willow Road Outfall State 1982-83 CIP 1,363.6 
2. O'Connor Pump Station 1932-83 CIP 1 069 


County 


8S 


Table Iit=z,,. Continued 


Par a Present Agency Capital 
Capital Improvement Purpose Responsible Status Cost 
(000) 


(1979 dollars) 
IV. STORM DRAINAGE (cont. ) 


Priority 2. Projects Priority 2 improvements are 


intended to capture storm 
waters from west of Bayshore 
for conveyance to disposal. 


1. Holland - East Bayshore County 1982-83 CIP GS NAW.) 
2. O'Connor-Pulgas - East Bayshore County 1982-83 CIP Weis 
3. Willow Road Outfall State 1982-83 CIP 909%. 1 
Priority 3 Projects Meaney 3 . Gojisaictes @ue cull Not presently 
remaining work to achieve financed - in 
objectives of original project planning stage 
in residential areas east of 
Bayshore. 
1. Bay - Newbridge - Alberni County 290.9 
2. Flood Park Estates County 9BR6 
3. Levee - Myrtle - O'Connor County 775.5 


1. Cost data differs from source documents because it was adjusted to reflect costs in 
1979 dollars. Estimates were updated using construction cost index multipliers. 


Sources: J. Warren & Associates 
McDonald & Associates, R-12, R-13 
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IV. MUNICIPAL REVENUE 


A. Estimate of Revenue Potentially Available to East Palo Alto 


An estimate must be made of the actual revenue that would be 
available to a City of East Pa Alto. Until now, revenue for 
municipal services has been drawn from local property taxes, user 
fees, and the county general fund. The exact amounts attributable 
Girectly to East Palo Alto cannot be precisely determined in every 
case. 


Local government revenues derive from two principle sources: 
locally generated revenues,which are locally controlled, and 
state and federal shared revenues and grants, which are con- 
trolled by the state and federal governments and allocated on 
the basis of statutory formulae and discretionary grants. A 
distinction may also be drawn between revenues generated by 
charges occurring only once, such as building permit fees 

and connection charges, and revenues derived from continuing 
sources, such as property taxes, sales taxes, and service 
charges. 


Some revenue available to local government is restricted to 
a particular purpose. Gasoline tax revenue (a state shared 
revenue), for example, must be used for construction and 
maintenance of roads; vehicle code fines must be used for 
traffic safety expenses. Some federal and state grants are 
alsosrestricteds 


Proposition 13 requires that any new special tax be subject 
to approval by two-thirds of the voters. Several revenue 
sources identified in this study would require such a vote. 
These include certain county taxes which the county could 
no longer levy within a new city. 


The revenue sources available to East Palo Alto are summarized 
in Table IV-l. Table IV-l also shows the amount of revenue 


currently available from each revenue source. The following 
paragraphs describe these revenue sources in detail. 


1-3 Local Revenue Sources 


a. Property Tax Revenue 


The amount of property tax revenues accruing to a new city is 
a function soie 


5g 
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TYPE OF 
REVENUE 


SUMMARY OF 


BASIS OF COLLECTION 
OR ALLOCATION 


LOCAL REVENUE SOURCES 


Property Tax 


Sales Tax 


Business 
License Tax 


Transient 
Occupancy Tax 


Utility 
Franchise Tax 


Licences and 
Permits 


Fines and 
Penalties 


Service 
Charges and 
Fees 


Use of 
Money and 
Property 


Property 
Transfer Tax 


1% of real property market 
value, shared with county, 


school, & special districts 


1% of sales occurring in 
the city, collected and 
redistributed by the state. 


Flat rate per business or 
graduated by number of 
employees, payroll 
receipts, etc. 


Usually 5% of transient 
rental value 


Usually 5% of customer 
bills for natural gas, 
electricity, cable T.V., 
garbage service, etc. 


Charges for construction 
inspection, building 
permits, bike or animal 
licences, etc. 


Fines for vehicle code 
violations in city. 


Zoning changes, sub- 
division applitations, 
user charges for recrea- 
tion, garbage disposal, 
water and sewer service, 
etc. 


Interest on savings, 
sale or rental of 
property, etc. 


$1.10 per $1000 of mortgage 


value, levied at tine of 
sale by the county. 
50-50 with the city. 


Shared 


Table IV-l 
POTENTIALLY AVAILABLE REVENUE 


RESTRICTIONS 
ON EXPENDITURE 


None - 
Requires vote 


None - 
Requires vote 


None - 
Requires vote 


Restricted to 
traffic safety 
expenditures. 


None 


None - 
Requires vote 


EFFECT OF INCORPO=- 
RATION ON EXISTING 


AMOUNT AVALLABLE 
DURING FIRST YEAR 


JURISDICTIONS OF MUNICIPAL 
| (COUNTY, SPECIAL 
DISTRICTS, ETC.) 


OPERATION, 1980-81 
(1979 dollars) 


Loss of revenue $359,000 


Loss of revenue Sue 200 


Not currently $ 30,300 


charged by county 


None. No motels in 
East Palo Alto 


Not currently 
charged by county 


$249,700 


Loss of revenue 


Loss of revenue 
(county would charge 
for court costs). 


Small loss of 
revenue. 


$225,000 


PERCENT OF 
TOTAL REVENUE 
AVAILABLE 


ie) 


ww 


Table IV-l, 


EY PE SOL 
REVENUE 


Cigarette Tax 


Alcoholic 
Beverage Tax 


Vehicle in- 
lieu Tax 


Trailer in- 
lieu Tax 


Gas Tax 


Homeowner's 
Tax Relief 


Business 
Inventory 
Tax Relief 


Continued 


BASIS OF COLLECTION 
OR ALLOCATION 


30% of $0.10 per pack 
shared with county, 
allocated by population 
and local retail sales. 


Number of active liquor 
licenses in city. 


2% of vehicle market 
value. 

Allocated to cities by 
population. 


2% of trailer market 
value shared with 
county and schools. 
Allocated by location. 


Allocation to cities 
by population. Also 
basic grants. 


State subvention of 
revenues lost due to 
$1,750 assessed value 
property tax exemption. 


State subvention of 
revenues lost due to 
50% assessed value 
inventory exemption. 


FEDERAL REVENUES 


General 
Revenue 
Sharing 


Specific 
Grants 


Allocated to local juris- 
dictions by population, 
income and tax effort. 


Includes grants from CETA, 
HUD, and other Federal 
programs. 


RESTRICTIONS 


ON EXPENDITURES 


Restricted to 


streets and 
roads. 


None 


EFFECT OF INCORPO- 
RATION ON EXISTING 
JURISDICTIONS 
(COUNTY, SPECIAL 
DISTRICTS, ETC.) 


Revenue 


Revenue 


Revenue 


Revenue 


Revenue 


Revenue loss 


Funds restricted] None 


to funded 
projects. 


AMOUNT AVATLABLE 

DURING FIRST YEAR PERCENT OF 

OF MUNICIPAL TOTAL REVENUE 
OPERATION, 1980-81 AVAILABLE 
(1979 dollars) 


Less than 


$236,200 


$158,500 


Included in pro- 
perty tax esti- 
mate. 


Included in pro- 
perty tax esti- 
mate. 


$233,000 


Not included 
in total reve- 
nue available 


$300,000+ 


oe 


& The market value of real and personal property within 
the jurisdiction: 


& The limitations imposed by Proposition 13; 


© A determination by LAFCO as to the property tax 
revenue base that will be transferred to a new city. 


Each of these factors is discussed in the following paragraphs. 


For years property values in East Palo Alto have been limited 

by the lending policies of local financial institutions. Much 

of the community was effectively "red lined," which reduced 

the availability of mortgages and thus placed an artificial 
ceilingyon the price of housing. In the early seventies, while 
home prices in surrounding communities were appreciating at a 

rate well in excess of the average national inflation rate, 

home prices in East Palo Alto remained relatively stableys this 
situation changed dramatically when red-lining ceased at the 
beginning of 1977. Some home values literally doubled when 
financing became available, and sales rates showed marked in- 
creases. In addition to financing, the high level of rehabili- 
tation activity in East Palo Alto and the extremely high demand 9 
for housing in San Mateo County also contributed to the dramatic 
appreciation. Approximately 300 homes were sold in 1978, and this 
sales trend is expected to continue over the next five to ten years. 
The rate of appreciation of fair market value cannot be predicted 
with certainty. For purposes of analysis, the market value of the 
housing stock in East Palo Alto is assumed to increase at the rate 
of 12% per year over the five-year projection period. 


Major new commercial or residential development in East Palo 
Alto would add to the property tax revenue base of a new city, 
but the review of economic and demographic trends in the area 
did not justify an assumption that significant additional de- 
velopment would take place. One exception to this general 
assumption was that an additional eighty-thousand square feet 
of retail sales area produced through rehabilitation of the 
existing shopping center at the corner of University Avenue and 
Bay Road could occur by 1982. In addition to an estimated 
$50,000 increase in retail sales tax revenues, this rehabilitation 
would produce approximately $4,700 in property tax revenues to 
a city. This property tax increment is not included in the 
analysis nor in the estimates that follow. 


Increases in market value do not translate directly into in- 
creases in taxable assessed value. In addition to limiting 

total property tax revenues (to all jurisdictions, including 

the county, cities, school districts, and special districts) 

to 1% of fair market value or 4% of assessed value, Proposition 13 
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introduced an entirely new concept: taxable assessed value. 

A base point of March 1 (the property assessment date) in 1975 
was established, and taxable assessed value was defined (with 
certain exceptions) as one-fourth of the fair market value on 
that date. Increases after that date were limited to 2% per 
year compounded, until the date when a change in ownership 
took place. The taxable assessed value would then increase 

to one-fourth of the then-actual fair market value, and fur- 
ther increases would be limited to 2% per year until a change 
in ownership again took place. Thus, taxable assessed value 
can be no more than one-fourth of the actual fair market value 
and successively declines from this value each year until a 
subsequent change in ownership occurs. Further, any improve- 
ments made by an owners are not normally reflected in taxable 
assessed value until a change in ownership occurs. 


Table IV-2 illustrates this effect, based on two assumptions: 
continuing inflation in true market values at the rate of 12% 
per year and an average time between changes in ownership of 
seven years. These values are assumed to be applicable (at 
least for the five year future) for the East Palo Alto area, 
but an additional consideration was necessary. 


A factor unique to East Palo Alto was considered before the 
estimate of property tax revenues could be completed. As dis- 
cussed above, the elimination of red-lining created an almost 
instantaneous increase in market values between the assessment 
dates’ 'of.11976 and 1977. This effect would greatly inflate the 
difference between actual market value and taxable assessed 
value, since a property that, for example, doubled in value 
would not have this increase reflected on the tax rolls until 

a change in ownership took place. As a test, a special algorithm 
was developed on the assumption that all taxable property had 
doubled in value between 1976 and 1977; then estimating factors 
comparable to those in Table IV-2 were calculated and calibrated 
to fit actual increases in taxable assessed value since 1975. 


The third consideration affecting property tax revenues to a 
new city reflects the fact that, with a statutory limit on 

the composite tax rate of 4% of assessed value, tax revenues 
for a new jurisdiction can be achieved only by reducing the 
tax revenues for an existing jurisdiction. The 1979 public 
finance legislation that replaced the one-year legislation for 
1978-79 (R-8) provided that the Local Agency Formation Com- 
mission would make a determination of the portion of the total 
property tax revenues that would be reassigned. LAFCO would 


...-determine, based on information submitted by each 
abrected local agency, an amount equal to the total 
cost to each affected local agency during the prior 
fiscal year of providing those services which the new 
jurisdiction will assume within the area subject to 
the (incorporation) proposal. (Emphasis added.) 
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Table IV-2 


INCREASE FACTORS FOR ACTUAL MARKET VALUE 
AND TAXABLE ASSESSED VALUE 


Number of Years Increase in Permitted Increase in 
From Base Year Actual Market Value Taxable Assessed Value 
if P20 e039 
#3 LAS: eer. 
5 AR 8 0 Ns: 1.139 
4 ey A UPA) 
5 ey Oo NSH ORS 
6 ee iy i bay 0035 
y PE PS oS 
8 Zea © 1..6:/6 
9 PLIES: ao 42 
10 BLOG Zee. 
a Sal Seo Zoe 
be 3.896 2.494 
es 45.365 Pare A) 
tg! 4.887 Suge 
15 57474 3.438 
16 6.6.30 chase 
hf 6.866 4.283 
18 7.690 ior sial 
19 So 3 5345 
20 9.646 5.9170 
a, 10.804 6.682 
22 we OO Lele) 
oe LS DO 8.360 
24 sire yas: 9. 6 
25 7000 10.488 
Notes: 1. Assumed rate of inflation of market value is 


12% per year. 
2. Assumed average turnover rate for a homogenous 
group of properties is once every seven years. 


Source: McDonald & Associates 
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In other words, the property tax revenue base for a new Cincy 
depends on a LAFCO determination (presumably guided closely 
by local input) of the cost savings to jurisdictions that now 
provide the service. 


For purposes of analysis, estimates were made that correspond 

to the determination which in actuality would be made by LAFCO. 
These estimates are shown in Table IV-3. They represent an 
estimate by McDonald & Associates and are neither commitments 

by LAFCO nor necessarily equal to the estimates that, in ac- 
tuality, would be "...submitted by each affected local agency..." 


The data in Table IV-3 reflect the property tax revenue available 
to the City of East Palo Alto, should it only provide the minimum 
legally required services. This is the basis of one of the in- 
corporation alternatives discussed below. Major services which 
could be provided by a city but which were not included for the 
basic revenue projection are: 

Parks and recreation; 

Fire protection; 

Water supply and waste treatment; 

Street lighting; 


Garbage disposal; 


Library. 


This assumption is necessary for the revenue calculation, but 

it does not imply a commitment or recommendation for a parti- 
cular configuration of municipal services. It is simply an ex- 
pression of the minimum amount of property tax revenue that would 
be available. Any comparison of costs and revenues should in- 
clude only the costs of services shown in Table IV-3. If the new 
city provided services now provided by special districts that re- 
ceive property tax revenue, the city's property tax revenue would 
increase proportionately to the revenue lost by the districts. 


Table IV-3 contains an additional assumption. The estimated shift 


of costs from other jurisdictions to a new city -- the key es- 
timate on which depends the property tax revenue entitlement 
to be assumed by the new city -- considers only shifted costs 


that are funded from general fund revenues. A literal reading 
of the statute (R-8) indicates that the calculation should be 
based. on “...the total tcost m -of providing «those services which 
the new jurisdiction will assume..." and such costs would include 
street and road related costs that are conventionally funded from 
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Table IV-3 


BROPERTYSTAX.= BASE FOR. THE ‘CITY OF EBASTSPALO ALTO 


Existing Agency and Service 


San Mateo County 
(General Fund Only) 


Anima ls Ecncrol 
Civil Defense 


East Palo Alto Municipal 
Council 


Planning and Building 
Inspection 


Sherift (includes total 
costs associated with 
CSA 5 plus base level 
service) 


TOTAL 


(Legally Required Services Only) 


oe 9-30 
Property Tax 
Revenue 


$40,049,656 


$40,049,656 


that would be allocated to East Palo Alto. 


Sour McDonald & Associates 


1979-809 
Total 
General Fund 


Revenue 


957, 3967740 


> ow , 3965 740 


Includes only costs of services financed from the county's general fund. 


1979-80 
Separable Cost 
CON 


Ww = -W 
Cary Services 


oN 
S 5,000. 
3,500 


a0 


20,200 


1,201,400 


$1,404,000 


1979-80 
Property) Tax 
Revenue Base 2 

Allocated to City” 


oe 1,300 


900 
44,200 


5,100 


305,700 


$357,200 


See text. 


This allocation represents a direct reduction of the county's property tax revenue base 


Calculation is based on the requirements of 
AB 8, where that portion of municipal service supported by property taxes is set as the 
basis of the city's share of property tax revenue. 
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the city's share of the state tax on gasoline. Such an inter- 
pretation would thwart the basic purpose of the calculation -- 
to allocate property tax which is a general fund revenue. It 

is the opinion of the consulting team that, if a literal reading 
of the statute is required legally, then the statute will be 
amended in the future to reflect more fully the intent of the 
entire procedure. 


The final result shown in Table IV-3 is that East Palo Alto would 
have a base year property tax revenue entitlement of $357,200. 
This base year estimate permanently fixes the base entitlement 
of the new city and permanently defines the proportion of in- 
creases in taxable assessed value that will accrue to the city, 
compared to other jurisdictions in the city's tax rate areas. 
The future property tax revenues, beginning with this base, are 
presented’in Section B of this «chapter. 


be Sales Tax Revenue 


The sales tax is levied against the gross receipts on sales 

of most tangible property other than property sold for resale. 
Exempt items include food for home consumption, prescription 
medicine, newspapers and periodicals, and animals used for 
human .consumpction. J ALI cities. and counties.in, California are 
required by state law to levy a 1% tax on sales of these items. 
Of the monies collected by this levy, 99% are returned to the 
local jurisdictions quarterly, with the balance retained by 
the state to cover administrative costs. The amount returned 
is calculated exclusively on the basis of the situs of retail 
Sales: in San Matec: County, the existing cities in turn remit 
5% of their share of these sales tax revenues to the county. 
There 15 no restricktionwenetheausex,of local sales taxes. 


Since sales tax revenues are allocated according to the actual 
location of sales rather than on the basis of population, vastly 
different levels of per capita sales tax revenues exist between 
communities. A city will experience a loss of sales tax revenue 
when residents shop in other areas. East Palo Alto has a very 
low per capita sales tax revenue compared with surrounding 
communities. This is primarily because of the limited commer- 
cial activity in East Palo Alto... Table IV-4 shows potential 

per capita sales tax revenue in East Palo Alto compared to 
surrounding cities. 


pales ax is a signiticant portion of municipal revenue for 
California cities. East Palo Alto could greatly expand this 
revenue source by encouraging local commercial development and 
by encouraging residents to shop within the community. 
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TABLE IV-4 
COMPARISON OF SALES TAX REVENUE 


I ———————————————— eee eee 


Total Sales 


Criey, Population LOcCaLsoaLes Tax Revenue 
as 1978 Tax Revenue PerGapita 
Menlo Park 27,400 ols 20 PLO $48.18 
Palo Alto 61,850 $3,980,054 $64.35 
Redwood City 55,800 92,809", 30:3 $590. 35 
East Palo Alto 18,000 Seely 07.000 S203 


Sn ee 


Sounmees: otate: Control] ler o(R=-21) 
State Board of Equalization (R-16) 
mcDOnald & Associates 
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Cy Business License Tax 


Cities in California may levy a business license tax on busi- 
nesses within their jurisdiction. The tax is imposed for the 
privilege of doing business within the city. The tax may be a 
flat rate per business or may be graduated by the number of 
employees, payroll receipts, etc. All forms of business are 
subject to the business license tax, including street salesmen 
and temporary sales outlets. The tax also applies to firms 
from other areas doing business in town, such as building con- 
tractors and subcontractors and delivery services. 


Business license taxes are currently not levied in East Palo 
ALEO; DUE, the surrounding cities levy this tax. If) Rast Palo 
Alto were to levy a tax on a sliding scale similar to Menlo 
Park, approximately $23,500 would be available. These revenues 
may be used for any municipal purpose. 


ie Transient Occupancy Tax 


Cities and counties in California may levy a transient occupancy 
tax, most commonly at a rate of 4% of total rental value for 
hotel, motel or other rooms. The tax does not apply if the 
period "of occupancy Gis -longer than —<thirty?days: 


The county currently levies this tax. However, currently 
there are no hotels or motels in East Palo Alto, so no revenue 
is expected from this source. 


e. Vritaty, Franchise Tax 


A city may levy a tax on private utility services such as gas, 
electricity, garbage disposal, telephone, and, in some instances, 
cable television. The tax is normally levied as a percentage of 
the bills "Most Yeity rates are about 52): 


Utility taxes are not presently applied in East Palo Alto. Like 
all special taxes, the utility tax would require approval of 
two-thirds of the voters. Utility tax revenues may be used for 
any municipal purpose. Table IV-5 shows the basic method for 
calculating this tax and also shows the potential revenue available. 


£* Licenses and Permits 
Cities typically engage in regulatory activity in the interest 


of public health and safety. These regulations may include 
building codes, animal control, and bicycle safety. Licenses 
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Tap le wiVv—=5 


POTENTIAL UTILITY TAX REVENUES IN EAST PALO ALTO 


Gas and Blectriciey 


Total households in East Palo Alto = 6,500 = 


Estimated annual energy consumption 
per household: 


= HlECtriCGaty = 9,600 kilowatt hours (KWH) 
- Natural gas = 500 therms 
Estimated annual energy charge 
per household: 
“SE LECEEIGLULY. ¢ $0.0379/KWH = $364 
— Naturaingaes @ $0.25/therm = 25 
Total per household = $614 
Estimated total annual energy charge 
invbast...alovALeo » 
$614 x 6,500 households = $3,991,900 
Utichi by: eax .@: 45% =) <S'5 4997, 550 
Garbage Disposal 
Estimated total cost of garbage col- 
lection, including residential, com- 
mercial, and industrial service = $392,000 
Franchise fee @ 2.5% = $ 9,800 
TOTAL UTILITY TAX & FRANCHISE FEE = $209,300 


i A therm is equivalent to 100,000 British Thermal Units. 


“ Current rates in San Mateo County. 
Sources: Browing-Ferris Industries 


Pacific Gas and Electric Company y 
McDonald & Associates 
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and permit fees are levied to offset the cost of this regulation. 
Licenses. and.permits. for local regulatory functions in East Palo 
Alto are currently collected primarily by the County of San 
Mateo. Table IV-6 summarizes the license and permit revenue 
collected in East Palo Alto during fiscal year 1978-79. 


Licenses and permits are generally intended to cover the entire 
cost of the regulatory activity. The current permit fees 

charged by the county building department cover the costs of 

that service. The animal control function requires general 

fund support, in addition to the fees levied. In March 1979, 

the East Palo Alto Municipal Council began administering a 
design review program for all new construction and rehabilitation. 
The cost of this program will be covered by permit fees. 


Future use of licenses and permits in East Palo Alto can be 
assumed to. cover the cost of regulatory activities. Use of 
"special permit fees" to cover costs in addition to administrative 
costs, such as a share of capital investments required for 

public services, may be subject to the revenue restriction of 
Proposition 13 and require a two-thirds voter approval. 


oy Vehicle Coder tinesvands Porlertures 


Fines and forfeitures imposed by law enforcement personnel on 
those who violate the State Vehicle Code provide a source of 
revenue. This revenue is shared among city, county, and state 
governments. Fines collected within a city are shared with 
the county to cover court costs. 


Revenues from vehicle code fines are restricted to use for traffic 
safety purposes. This revenue presently is collected by the 
county. Assuming East Palo Alto has similar fines per capita 

as neighboring Menlo Park, and assuming the county would with- 

hold 30% of the revenue for court costs, fines and forfeitures 
would yield East Palo Alto approximately $41,000 per year. 


i. Service Charges 


Cities and special districts often charge for commodities or 
services. Charges are applied when a specific user can be 
identified and other revenue sources are not adequate or appro- 
priate. Charges in East Palo Alto are currently used by four 
special districts and include charges for garbage collection, 
water, sewage disposal and some recreation services. Table IV-7 
summarizes the service charges and fees collected in East Palo 
Alto during fiscal year 1978-79. 
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TABLE IV-6 


LICENSE AND PERMIT FEES COLLECTED IN EAST PALO ALTO 


LET MS ot fe VS) 


® San Mateo County Building Department 


* San Mateo County Tax Collector 
(Animal Licenses) 


TOTAL 


Soummce's McDonald & Associates 


Ce 


$31,400 


S$ 4,400 


$35,800 
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Table IV-7 


SERVICE CHARGES AND FEES CURRENTLY BEING COLLECTED 
IN EAST PALO ALTO (1978-1979) 


-_—_ OO Orr eee 


Dollar Amount of 


District Charge or fee 
e County Service Area #5 (residential $160,466 
garbage service) 
e East Palo Alto Sanitary Service District LSB 2s 
o Ravenswood Recreation and Park District 3,000 
& East Palo Alto Water Works 599,500 
TOTAL $921,694 


ee — — —— 


Source: San Mateo County (R-17) 


VES. 


» 


Service charges are based on the benefits principle. Under this 
principle, each household or business in the jurisdiction pays 
fees or charges equal or nearly equal to the cost of providing 
the services. Revenues generated from fees and service charges 
may be expanded for any municipal purpose, but are sometimes less 
than or equal to the actual cost of providing a particular 
service. 


The future use of service charges to pay for public services 

is secure because service charges are exempt from the revenue 
limitations of Proposition 13. If charges exceed actual costs, 
however, they are very probably subject to the requirement 
that two-thirds of the voters give their approval. 


oe Use of Money and Property 


Revenue from use of money and property results from interest 
on idle funds invested in savings accounts, bonds, or other 
investments and from rental, lease, or sale of city property. 
There are no restrictions on this revenue. Use of money and 
property typically accounts for approximately 33 of municipal 
revenue in California 


ae Property Transfer Tax ® 


The County of San Mateo levies a tax on the transfer of real 
property equaling $1.10 per $1000 of the sale price value. 
Revenues from sales of property occuring within a given city 
are shared with the city, which receives fifty percent. 


Dis State Shared Revenue Sources 


Several of the state shared revenues are allocated on the basis 

of population and other local criteria. For population count 

in incorporated areas, the state uses the most recent census. 

For unincorporated areas, the population is astimated by multiplying 
the number of registered voters by three. In East Palo Alto 

there are currently 4,805 registered voters which multiplied 

by three yields a population estimate of 14,415. This number 

is 80% of the 1970 census population of 17,837, and there is 

no basis for assuming that the population has declined since 

the 1970 census. Thus, East Palo Alto would not receive its 

full entitlement of state shared revenue until the 1980 census 
becomes available. The solution to this problem is a special 

census conducted for the area that will be incorporated. For 
purposes of the revenue calculations, it was assumed that the 

state recognizes the actual population of East Palo Alto, either 
because a special census is conducted or because incorporation € 
does not actually take place until (approximately) 1982. 
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a. Cigarette Tax 


The State of California collects an excise tax on cigarettes 

of $0.10 per package levied through wholesale distributors. 

Three cents of this $0.10 is allocated to local governments. 

This local government share is divided between city and county 
governments on the basis of sales tax revenues from city and 
county jurisdictions in the previous year. Of the portion ear- 
marked for cities, the amount remitted to each city is determined 
by a formula which takes into account both sales tax revenues 

and population. 


Cigarette tax revenue may be used for any municipal purpose. 

East Palo Alto's revenue from this source is limited by the 

low per capita sales tax and low population estimate. The revenue 
that would be available to a City of East Palo Alto is estimated 
at $45,000 if the actual population is recognized. 


bs Alcoholic Beverages 


The.State.of.California.collects.an.éxcise. taxon ,alicoholic 
beverages, as well as license fees for sale and production, and 
interst and penalties on these levies. Ninety percent of the 
sales license fees is allocated to cities and counties. This 
revenue may be used for any municipal expenditure. The County 

of San Mateo would lose some of this revenue, and East Palo Alto's 
share is estimated at $3,700. 


Cr Motor Vehicle License Fees and Trailer Coach Fees 


Each year when a motor vehicle is registered, the State Depart- 
ment of Motor Vehicles collects a fee based on 2% of the market 
value of the vehicle, including trailers and mobile homes. 

This fee is in lieu of the personal property tax, and all fee 
revenues and deposited in the motor vehicle license fee fund. 
The Department of Motor Vehicles deducts its operating costs 
from this fund and distributes the balance (except the trailer 
coach fees) equally among cities and counties in California 

on the basis of population. The trailer coach fees (less 
administrative costs) are returned to the counties where coaches 
are registered and divided among the county, the cities and 

the school districts. For trailers registered in a City of 

East Palo Alto, one-third of the fees would be returned to the 
city, one-third to the county, and one-third to the local school 
district. 


Motor vehicle license fees and trailer coach fees may be used 

for any purpose. San Mateo County would lose the portion of 

this revenue allotted to East Palo Alto. The State Board of 
Equalization estimates that motor vehicle license and trailer 

coach fees now average $13.24 per person in California cities. This 
would mean $236,200 available to East Palo Alto from this source. 
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Ge Highway Users Tax Revenues (Gas Tax) 


Both exise and sales taxes are imposed on gasoline. The local 
retail sales tax on gasoline is combined with the other retail 
sales taxes that are returned to the local jurisdiction. The 
exise tax is partially returned to the local jurisdiction on 
the basis of motor vehicle registration, assessed valuation, 
population, and maintained road mileage. The state and federal 
governments also utilize gas tax funds for highway construction 
and maintenance. Federal excise tax is $0.04 per gallon; state 
exise tax is $0.07 and is divided among the state, the counties 
and the cities. The city share of the gas tax is defined by 
two Highway Code sections, Section 2107 and Section 2106. 
Revenues from Section 2107 are calculated at an equivalent of 


$4.48 per person. Section 2106 revenues are calculated at an 
equivalent of $5.158 per person. Table IV-8 shows revenue 
currently available from highway user taxes. Expenditure of 


gas tax revenue is restricted to road construction and maintenance. 


Because the gas tax is based on a state levied, fixed tax on 
gasoline, it continually diminishes in relation to price in- 
flation. Unless the present $0.07 per gallon state excise tax 

is raised by state law, gas tax revenues will continue to decline. 


TABLE IV-8 


GAS TAX REVENUES AVAILABLE TO EAST PALO ALTO 


Revenue Source Revenue Amount 


e Gas Tax Revenue, Steets and Highways Code 
Section 2107 and Section 2107.5 > 797900 


) Collier-Unruh Gas Tax Funds, Streets and 
Highway Code Section 2106 » 927,000 


TOTAL SA 9'00 


Source: State Board of Equalization (R-8) 


76 


e. Property Tax Relief 


The State of California grants home owners an annual property 
tax exemption of $1,750 on the assessed value of their homes. 
The state also provides an annual tax exemption for business 
inventory property, equal to 50% of the assessed value of busi- 
ness inventory. The state returns all the lost tax revenue to 
the local taxing authorities. 


Table IV-9 shows the revenues available to East Palo Alto from 
this source in 1978-79. Similar to other property tax revenue, 
tex relief funds may be used for any municipal purpose. These 
funds are currently allocated to the county and special purpose 
districts providing services to East Palo Alto. The estimate 

of East Palo Alto's property tax revenue base given in Table Iv-3 
includes the portion that actually is paid by the state since 

the base year allocation is inclusive of the homeowners and 
business inventory subventions. 


TABLE IV =9 


REVENUE AVAILABLE TO EAST PALO ALTO 
FROM PROPERTY TAX RELIEF FUNDS 


Assessed Value of State Subvention 


Program Exemption Property of Lost Revenue 
e Home Owners Property $3,910%.270 $3 9%20:3 

Tax Relief 
@ Business Inventory Sei Z2nornsaes 

Tax Relief SG2g835 


TOTAL $41,238 


Source: San Mateo County Assessor 


35 Federal Shared Revenue and Grants 


= Wr General Revenue Sharing 


A City of East Palo Alto would become eligible for its own en- 
titlement to the federal general revenue sharing program. This 
program provides a share of federal revenues to state, county 

and municipal governments that is generally unrestricted as to 
use. The long-term future for the program is uncertain (there 


WT, 


was discussion in the present session of Congress about elimi- 
nating the states' participation in general revenue sharing, 
for examplé), but for the mid-term future, continuity of the 
program can be assumed. 


The entitlement of a new city comes largely from reduction of 
the total entitlement, ofsotherscities-in ther sameycotnty-2yThere 
would be a slight transfer from the county's share to the share 
allocated to the cities in the county, since tax effortior the 
amount of all taxes levied locally is a factor in-the formula 
that determines the distribution between the county and the 
cities, and presumably San Mateo County's tax effort would be 
reduced to reflect the cost of services transferred to a new 
city. prhivs reductions is slight) compared: tof thercountyis- overall 
taxmencort. 


The city's share of general revenue sharing is allocated in 
proportion to a weighting function reflecting population, tax 
effort, and relative per capita money income (with the function 
favoring low per capita income cities). There is a maximum 

and minimum per capita amount established each year. 


The per capita revenue sharing grant to cities in San Mateo 
County for fiscal year 1979-80 included six affluent cities 
that were set at the statutory minimum, one city at the sta- 
tutory maximum, and the others varying significantly. The 
average was $7.42 per capita. 


It was estimated that a City of East Palo Alto would receive 
approximately $12.50 per capita -- a figure that is above the 
county average but below that of the cities of Colma, Brisbane, 
and Pacifica. East Palo Alto fares well in the allocation for- 
mula because of its low per capita income, but the other cities 
receive a larger per capita entitlement because their (relatively) 
lower per capita income is accompanied by a higher tax effort. 

The present estimate of general revenue sharing funds is $233,900. 
This amount would tend to increase with inflation and the 
increased tax effort in East Palo Alto. 


De Housing and Community Development 


The federal Housing and Community Development Act of 1974 (HCDA) 
provided a revenue sharing program in addition to general re- 
venue Sharing described above. The HCDA was a consolidation of 
seven categorical grant programs providing revenue on an annual 
basis to local jurisdictions. The County of San Mateo initiated 
its housing and community development program in 1975 to adminis- 
ter’ grant funds for the county. Prior to March, 1978, the program 
operated under Title I of the Housing and Community Development 
Act of 1974. Since then, the county has operated under 
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Title I of the Housing and Community Development Act of 1977 
which requires the county to act as fiscal intermediary and 
establish policies for participating citites. 


The county currently administers a number of housing and com- 
munity development projects and activities in East Palo Alto. 
The total cost of these projects for the 1979-80 fiscal year 
is $600,000. Table IV-10 shows HCDA funds committed to East 
Palo Alto projects through 1982. These projects include im- 
provements to municipal facilities, housing rehabilitation, 

a senior citizen center, and other economic development pro- 
jects. 


Prior to 1978, HCDA funds allocated to East Palo Alto included 
administrative funds, because county redevelopment agency staff 
were located in East Palo Alto. As of the 1977-78 fiscal year, 
the county housing and community development program began to 
administer most HCDA projects from a single administrative of- 
fice. The administrative overhead was initially charged to East 
Palo Alto and is presently assumed by the county program. 


Under the existing HCDA program, incorporation could have little 
effect on the current HCDA funded programs in East Palo Alto. 
The county could continue administering projects in East Palo 
Alto. Alternatively, East Palo Alto could withdraw from the 
county program and apply for metropolitan discretionary funds 
within this region. An analysis prepared by the regional 
Housing and Urban Development office, based on East Palo Alto's 
demographic characteristics, indicated that East Palo Alto 
would be eligible for approximately $400,000 annually, if it 
were an entitlement agency. HCDA legislation pending in Con- 
gress may permit a city of East Palo Alto to compete nationally 
for urban development action grants to fund local redevelopment 
projects. 


Bs Projection of Potential Revenue 


184 Factors Affecting Future Revenue 


The amount of municipal revenue available to East Palo Alto in 
the future depends upon changes in key revenue variables and 
the restrictions imposed by Proposition 13 and its implementing 
legislation. The key revenue variables are: 


* Value of real and personal property within East 
Palo Alto; 
® Taxable sales; 
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Table IV-10 


SUMMARY OF HCDA FUND ALLOCATIONS TO EAST PALO ato‘? 


Allocation LO75S= LoS ie Wert he ay 1977-1978 1978-1979 1979-1980 1980-1981 1981-1982 


County Allocation $2,7/2,000 $2,961, 226 $2,855,000 $3,000,000 $3,504,000 $3,723,000 $3,723,000 


East Palo Alto 


Allocation -- (b) (b) (b) (c) (c) 
Total, All Programs 895,641 896,000 759,916 600,000 435,000 300,000 358,000 2 
East Palo Alto's 

Percent of County Total 32.3% 30.2% 26.6% 20.0% 12.4% 8.0% 9.6% 


Notes: (a) Does not include HUD 312, CHFA, or other federal grants. 


(b) Does not include budgets for administrative costs which were allocated with HCDA funds to East Palo Alto 
through fiscal year 1977-1978 but which, as of fiscal year 1978-79, are assumed by county. Administrative 
budgets were: 


1975-1976 $345,359 (total actual allocation = $1,241,000) 
1976-1977 - $345,000 (total actual allocation $1,241,000) 
1977-1978 S371,082 (total rctual sallocation = +$1,131,000). 


(c) County HCDA staff recommendations for East Palo Alto. 


Source: East Palo Alto Municipal Council 
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e Total population; 
& Local support for new bonds or special taxes; 
6 Rates of inflation that differ from the "average" 


inflation rate for the county; 
e Federal and state funding. 


The projection of potential revenue is based on the following 
assumptions concerning these variables. 


as Proper ty Tax Revenues 


The estimated property tax revenues for a City of East Palo Alto 
are shown in Table IV-1l. The estimates of taxable assessed 
value are based on the factors discussed previously and sum- 
marized in Table IV-2, and the base year estimate of revenues 
and the allocation thereafter are based on the analysis sum- 
marized in Table IV-3. 


A highly signi ficanticonclusion trom. Table IV-11 2s that,.ini terms 
of real dollar purchasing power, the property tax revenues will 
increase only slightly more than 5% in five years for the new 
city. As exemplified previously in Table IV-2, the basic 
workings of Proposition 13 and its implementing legislation 

are such that taxable assessed value can, in most circumstances, 
barely keep up with the effects of price inflation. Thus, with 
a fixed tax rate, property tax revenues will not increase signi- 
ficantly in terms of real purchasing power, even when property 
values increase faster than the consumer price index. 


b* Taxable Sales 


Current taxable sales in East Palo Alto are extremely low on a 
per capita basis (Table IV-4). This is primarily because of 
the very limited amount of commercial development presently in 


East Palo Alto. A recent marketing study prepared for Sequoia Union 


High School District concluded: 


Historically, retail trade in East Palo Alto has been 
affected by two major factors. 1) Retailers within 

East Palo Alto have not provided the variety and quality 
of merchandise sought by the resident population. As a 
result, many of the community's retail dollars have been 
spent outside the area. 2) Due to physical and psycho- 
logical barriers there has been no inflow of retail 
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Taxable Assessed Value 


Total General Property Taxes 
Generated 


Property Taxes Available to 
New City 


City Property Taxes 
Expressed in 1979 Dollars 


TabLlesiV=l1 


PROPERTY TAX REVENUES OF A NEW CITY 


Actual 


1979-60 


959 no 


i ePesy sin 


O2/ 


Sod 


19S C= si) 


2A 35 


1,747 


395 


sya) 


LPOG L= 82 


$48,507 


1,940 


439 


363 


Notes: 12° “All figures-are jin thousands’ of “dollars. 


2. All figures are in then-current-year dollars, unless noted. 


per year. 


Estimated 
1982-83 


Sfoyse Neil 


aA Bans) 


487 


366 


1963254 


$60,017 


2,401 


542 


Sia 


1984-85 


$66,901 


2,676 


605 


376 


The figures 
expressed in 1979 dollars are based on an assumed inflation rate of 103 


3. The data on Table IV-1l reflect the property tax available to the Alterna- 
tive A city discussed in Chapter V. 
larger property tax revenue because of the additional services provided. 


Source: McDonald & Associates 


The Alternative B city would have a 


customers to shopping facilities within East Palo Alto. 
Because of these two trends, any new shopping center in 
East Palo Alto would have to compete with alternative 
shopping facilities outside the community, but could only 
expect to draw patronage from within the community..." 


The retail shopping facilities in the market area are 
highly fragmented. For the most part, the shops are 

small freestanding locations with limited merchandise 
lines. There are three neighborhood shopping concen- 
trations of significant size in the area. Included are 
the University Avenue shopping district between O'Connor 
and Woodland Avenue; the Edgewood Shopping Center at 

West Bayshore and Embarcadero Road; and the Nairobi 
Shopping Center at University Avenue and Bay Road..." (R-9) 


The Nairobi Shopping Center, the major neighborhood shopping center 
in East~Palo Alto, is currently vacant-and-in gross disrepair from 
vandalism. Many other commercial buildings in East Palo Alto 

are also vacant or under-utilized. 


A major increase in use of this existing commercial space would 
greatly enhance local sales tax revenue. For example, if the 
Nairobi Center was redeveloped and primarily leased to retail 
commercial tenants, an additional $50,000 of sales tax revenue 
could be expected. 


For purposes of this analysis, it was rather optimistically as- 
sumed that the community would, over the next five years, be able 
to capture a greater share of retail expenditures of local resi- 
dents. This estimated increase in local retail sales is further 
assumed to generate $100,000 in annual municipal revenue above cur- 
rent levels by 1984, including the revenue from the Nairobi shop- 
ping center. 


Expanded commercial development would also contribute additional 
property taxes to East Palo Alto. If $2,000,000 were invested 
in new commercial space, East Palo Alto would receive an addi- 
tional $4,700 in property taxes. 


one Total Population 


The population of East Palo Alto measured by the 1970 U.S. 
Census was 17,837. Since 1970, the community has experienced 
little growth and the population has probably remained stable. 
The primary reason for lack of growth is the limited buildable 
land: most of East Palo Alto is developed. Also, smaller 
average household size has made less efficient use of existing 
housing units. 
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The area west of Bayshore, census tract 6121, has experienced 
growth because of the increase in multiple dwelling units. Re- 
development efforts east of Bayshore have focused primarily on 
rehabilitation of existing units and have not added enough new 
units to offset the population decline due to smaller average 
household size. 


Present trends are likely to continue. East Palo Alto should 
not expect substantial population growth over the next ten 
years. A change in this trend would require a major shift in 
residential density toward multi-family units. 


The 1980 federal census will hopefully provide more information 


on population trends. For purposes of this analysis, no increase 
in East Palo Alto's population is assumed over the next five years. 


rae Local Support for New Bonds or Special Taxes 


Proposition 13 requires that any new tax proposed by a local 


government must be approved by two-thirds of the voters. This 
requirement greatly limits the ability of local government to levy 
new taxes. A number of the potential local revenue sources ident- 


ified. ing Table IV—1l would, require this, votervapproval, «This may 
include taxes which are presently being levied by the County that 
would no longer be levied within a new city 


There is currently a dispute over the precise difference between 
a fee and a tax. Fees are specifically exempt from Proposition 13. 
A recent opinion by the State Attorney General clouds the issue. 
The Attorney General was asked to determine if development fees 
were taxes. The Attorney General concluded that development fees 
may be special taxes: "Due to the revenue raising design of the 
statutory scheme in question, we conclude that the ...fees may be 
characterized as excise taxes (charges of burdens exacted 

for the.privilege of doing wa particulars activitysplaced upon 
persons which wish to have building permits approved for resid- 
ential development)..." 


Although thisopinion Has syetato be contri rmedeoyeamcourc ~muling, 
it appears that new fees imposed by local government which are 
in the form of a tax, or Change theswrace or methnod,of computing 
existing taxes, designed to increase revenue, may require two- 
thirds voter approval. 


Approximately 15% of the revenues available to East Palo Alto 
would require two-thirds voter approval. These include the 
special taxes for business licenses, transient occupancy, and 
utility franchises. 
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e. Rate of Inflation 


Some revenues are based on commodities that can be expected 
to inflate at a rate faster than general inflation. For example 
if the city passed a utility franchise tax, it would most likely 


be based on local sales of utilities, primarily gas and electricity. 


These commodities are expected to inflate more rapidly than other 
goods and services. A real increase in revenue from this source, 
should it become a municipal tax, could be expected. 


ae Five Year Projection 


The year-by year analysis which begins with fiscal year 1980-81 

is illustrative rather than an exact simulation of timing. 

An actual incorporation would, if possible, be timed to start 

on July lst of the year after the incorporation election. The 
County is legally bound to continue to provide services for 
",..the remainder of the fiscal year" while the revenues accrue 
to the new city. An initial surplus accumulates and is available 
to fund the new city's start-up costs and first year operations. 
Legal requirements are such that incorporation could not possibly 
take place before July lst, 1980. Nonetheless, 1980-81 is an 
appropriate starting point since the purpose of the analysis is 
to compare revenues and costs, rather than to evaluate details 
ofetheractualPincorporationystrategy: 


The five year projection of revenue is given in Table IV-12. 

It is important to note that these figures are expressed in 1979 
dollars. Also, three revenue subtotals are given, one for general 
revenues, one for restricted revenues, and one for revenues 
requiring voter approval. These data indicate a relatively 
constant stream of revenue available to East Palo Alto over the 
next five years. 


Because this projection is based on the City of East Palo Alto 
providing only the legally required services, no user fees for 
enterprise public services for water, sewer or other service 
charges or assessments are included in the revenue projection, 
except for garbage service. 
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Table IV-12 
FIVE YEAR PROGECTION OF REVENUE 
EAST PALO ALTO INCORPORATION ALTERNATIVE A 


Projected Revenue Available 
(thousands Ot 9 Jedollars) 


Revenue Sources LOO Sen. LO BaL= 32 

Local Revenue Sources 

Property eax”? Sum 5o0 MM S-8565-0° S 36000 mie sat. OFS ween 

Sales tax (2) Tee LOZ. 8 271.6050 298.9 Sara), 

Business license tax Sores A iee-9 47.0 5 2.46 arsine) 

Utility franchise ‘tax FOO rae 252 7 Be ea: GILG red) 429°59 

Li-‘enses and permits A0:.10 40.0 40.0 40.0 ORO Lae 

Fines and penalties (3) i ba ri Ll Aah Alek. CD Al 

Service charges and fees 22a 225 «0 Zea D2 D0 225:. 0 

Use of money and property 30,0 5675.0 G3 62.9 65.509 

Property transfer tax 15.25 LOT 2 epiG edt 16.4 LEG Ae) 

Subtotal Local Revenue Sources Jeers Lay 2 OM ok 1.33600 Dae Oe 2 Ub ae cocks al 

State Shared Revenue Sources 

Cigarette tax > Aa S a0) Ss 43 meas SOREI <S 200 

Alcoholic beverage taxes and fees 4.4 4,4 4.4 4.4 4.4 

Vehicle (and trailer in-lieu fees 2362 2362 2:36 sz QS Giee 23602 

Gas tax Loe 130°.9 98.4 67-2 Alot 

Subtotal State Shared. Revenue Sources Se ed FOG Deal oe go FLO Se OO fee) (eee et ero oa oe 

State and Federal Grants 

General revenue sharing ee a0 ee cho Oe 261.0, $ SaaS elt 

Housing and Community Development Act S0i0) 20 358.0 sn NO, cade wie: 
Subtotal of HCDA Revenue yee Os U aes ed Or soe ora re 
Subtotal of restricted revenue 199.6 72 0y 8S eS So tee S 82.8 
Subtotal of general revenue requiring voter approval 280.0 SG 5 Oy ose 4275-3 488.8 
Subtotal of other general revenue 308.4 dina 9 8) CS) oe iced Po 3k Use tes) 
og eae I I er eee Ra pees ee ES aE eR DE Renee os te ie ie Oe es os 
Notes: (1) Minimum City Services 

- bevy.Of sthese taxes requires two-thirds yoter approval. 
(3) Revenue restricted to street and traffic safety expenses. 
(4 PuLtuLe HCDA revenue beyond 1981-82 is not projected. 
2 vv @ 


Source: McDonald & Associates 
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V. ANALYSIS OF THE INCORPORATION ALTERNATIVES 


Ais The Form, Requirements and Size of a City Government for 


East Palo Alto 


The actual boundaries, type of government costs, and services 
delivered by a city of East Palo Alto would only be made clear 

by an actual incorporation proposal. For purposes of this analysis, 
two alternatives were prepared. Alternative A represents a Clty Of 
East Palo Alto which only delivers the legally required city ser- 
vices. Alternative B represents a city offering a fuller range of 
services. The service levels for both alternatives are intended to 
maintain or improve exisiting service levels, although no major 
new service expansion is included. 


ine The Form of City Government 


Once the decision in favor of incorporation is made, the specific 
form of the city government must be decided upon. The major deci- 
sions concerning what the type of government will be, which ser- 
vices will be provided directly by the city, and which services 
will be provided by service contracts are usually covered in a 
feasibility study or application to LAFCO, since a fairly clear 
estimate of costs and revenues should be included. This analysis, 
while providing data for the actual application for incorporation, 
does not comprise such a specific feasibility study. 


Incorporation automatically creates a general law city, one of two 
classes of city government in California. The other class is the 
charter city, which may be formed from an existing general law city 
by voter approval. Cities organized under city charters generally 
have more flexibilty in the power they exercise and the procedures 
they follow. Changes granted by the state legislature have reduced 
the distinction between the two city types. 


A general law city may be administered in three basic ways: 


& Council-Manager City. The city council hires, and may fire, a 
city manager. The manager has extensive administrative author- 
ity and is responsible for appointment and dismissal of city 
department heads, for budget preparation, etc. 


® Council Administrator. The city council hires, and may 
fire, a city administrator who is responsible for day- 
to-day operation of the city, but the council retains 
the key administrative powers, such as hiring or firing 
city department heads, etc. 


6 Mayor-Council. The city council acts collectively as the city's 
chief executive. 


‘For purposes of this analysis it was assumed a council-manger form 


of government would be adopted by East Palo Alto. 
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Another important decision affecting the form of a city is which 
services will be provided. California cities display great diver- 
sity in the number and types of municipal services they provide. 
Some cities provide virtually every municipal service, while other 
cities provide only the legal minimum and leave major services to 
other agencies such as special districts. The decision of whether 
to pursue a more full-service role depends upon: 


« The relative costs and efficency between the existing situa- 
tion and a new city service; 


& How much local centralized control is desired; 
® The adequacy of the present services; 
* The relative difficulty of changing the existing arrangements 


at the time of incorporation: 


A less than full-service city has two major avenues available for 
provision of municipal services: service contracts with other 
agencies or private companies and continuation of special districts 
alter Incorporation. 


& 


The decision to utilize service contracts depends upon two conflict- 
ing factors: the potential cost and efficiency advantage versus the 
need to*maintain city Control) “oVverstheragministration Of the service. 
The recent trend in California cities has been toward service con- 
tracts for at least several municipal services. Even with extensive 
contract services, a city government is still obliged to maintain a 
council and a city administration. For purposes of this analysis 
service contracts were included for several relatively minor services. 


The decision to continue with existing service providers such as 
special districts, is similar to the decision to utilize service con- 
tracts. When the services of one or more special districts are not 
absorbed by the new city, the costs and revenues of those agencies 

do not show up in the city's budget. This is an advantage to the 
city's budget-makers, but the residents of the city pay for the ser- 
vices nonetheless. Absorption of special districts by a new city may 
result in a reduction of total service costs in the community because 
of the potential efficiency of the larger organization. The city may 
also benefit from being a more full-service city by recording a 
larger fiscal effort,which is a factor in eligibility for federal 
grants such as general revenue sharing. Regardless of the advantages 
of absorbing special districts, there are many potential problems 
with the actual mechanics (and politics) of a take over. Boundaries 
are critical. If a district boundary is within or conterminous with 
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the proposed city boundaries, the problems are reduced. If de- 
tachment from a larger district is required, major problems are 
created, including the viability of the district that has been 
reduced. Also, under Proposition 13, tax base given up by a dis- 
trict may not be replaced. Under Proposition 13, incorporation 

is a fiscal zero sum game, that is, no new tax base May be created. 


For this analysis, the issue of the number of services to be DLoO- 
vided by the new city was handled by offering two alternatives. In 
Alternative A most of the exisiting special districts continue to 
provide services. In Alternative B the new city absorbs most of the 
special districts, with the key exceptions of library service and 
fare, protections 


he Survey of Existing Cities 


A method traditionally used in incorporation feasibility studies 

is comparison with existing cities of comparable size. Although 
this survey procedure may be helpful, it rarely produces an accu- 
rate measure. One fact that does become clear from this comparison 
is the great diversity that exists in the amount and manner 

in which cities spend money for municipal services. Table V-1 shows 
some expenditures of cities near the size of East Palo Alto during 
the 1977-78 fiscal year. These figures do not reflect the inflation 
that has occurred since 1977. 


For this analysis, municipal service costs were based on existing 
levels of service being provided to East Palo Alto and a estimate 
of the costs required to replace or slightly improve those ser- 
vices within a municipal framework. 


By Details of the Two Incorporation Alternatives 


Lis Alternative A - Legally Required Services Only 


Alternative A is provided as an example of the minimum city gov- 
ernment permitted by law. East Palo Alto would become responsible 
for the legally required services plus garbage service. Respon- 
sibility for the balance of the municipal services would be re- 
tained by the county and the various special districts. It is 
assumed that although the new city would become responsible for 
street maintenance, the County Public Works Department would re- 
main responsible for completion of the present street capital 
improvement program (R-19). Municipal revenue dedicated to street 
improvements and traffic safety(including the gas tax revenue, 
vehicle code violation revenue and portions of federal block grant 
funds allocated for street improvements) would be shared between 
East Palo Alto and the county. 
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Population 


Municipal Service 
General Government 
Police Protection 


Planning & Building 
Inspection 


Public Works 


- Engineering and 
Administration 


- Streets, Storm 
Drains & Street 
Lights 


- Sanitary Sewers 


- Unallocated and 
Corporation Yard 


Parks and Recreation 
Animal Control 
Civil Defense 


Garbage Collection 


EXPENDITURES OF SMALL CITIES FOR MUNICIPAL SERVICES 


Table V= 1 


Albany 


15,561 


$857,384 
792,449 


155,820 


106,740 


504,091 
31,708 


SJoualil 
468,596 
14,314 
7,942 
-0- 


Pinole 


15,500 


$600,981 
679,056 


140,120 


65), 2180 


189,039 
274,701 


24,042 
L957 128 
-0- 
-0- 
-0- 


: These California cities have populations 


Source: 


California State Controller (R-5) 


San Pablo Delano 

21,800 NS FADE 

$1,303,584 $540,189 

967,042 808, 330 

Bel gay 68,596 

103,240 126,228 

818,617 298,085 

-0- -0- 

-0- 58,795 

297,442 391,639 

-0- NOB reales 

2,254 3,124 

=) — 276,956 
between 


City: 

Hanford Bell 
18,876 21,836 
$951,301 $ 908,248 
790,274 1,094,200 
160,496 84,323 
Varga), 46,426 
365,482 277,248 
211,898 -0- 
15,425 —0- 
37 736 212,703 
= (= 15,881 
455 4,186 
404,230 -0- 


15,000 and 22,000 and are 


not growing 


Cudahy 


16,998 


$513,970 
530,622 


19,736 


rapidly. 


Duarte 


15,100 


$762,349 
320,119 


30,334 


31,142 


2733 2 
-0- 


-0- 
162,991 
23,095 
293 
148,783 


El Segundo 


$1,854,181 


Py Neh TALS) 


262,692 


195,147 


574,116 
210,530 


36,607 
820,148 
11,866 
2,145 
132,497 


Colton 


20,727 


$1,262,474 


1,076,169 


152,817 


146,382 


569,733 
-0- 


AQ 6: 
367,453 
PSS SNe} 

333 
337,648 


a. Description of Alternative A 


The Alternative A City of East Palo Alto is assumed to be a gen- 
eral law, council-manager city. It would assume responsibility 
for the following services: 


* General Government 

e Police Protection 

e Street Maintenance 

& Planning and Building Inspection 
& Animal Control 

& Civil Defense 

S Garbage Collection. 


These services could be provided directely by the city or provided 
through service contracts. For purposes of this analysis, it was 
assumed that all the services would be performed by city personnel 
except engineering services, legal services, animal centrol, civil 
defense and garbage collection. The level of service proposed is 
generally set at existing levels. Where a substandard level of 
service presently exists, an additional increment of service is 
proposed. The city staff proposed should generally be considered 

a core staff. Many cities have employees financed by CETA or 
specific federal grants. These programs will undoubtedly exist in 
East Palo Alto but are not specifically identified. 


The details of the ‘AlternativerA City, of East Palo Alto are 
shown in Table V-2. 


The projection of municipal service costs associated with Alterna- 
tive A is based on a detailed cost analysis of the new city govern- 
ment. The base employee salaries are based on equivalent, top-step 
San Mateo County positions where possible. The actual cost of per- 
sonnel salaries and benefits may be slightly lower than presented. 
Service and supply budgets are set at a flat percentage for each 
department. Again, the actual costs of service and supplies for 

the new city may vary, but for this analysis the flat percentage 
rate provides an adequate estimate. 


A summary of projected municipal service costs associated with the 
Alternative A City of East Palo Alto is provided in Table V-3. It 
is assumed that these costs will increase annually with inflation, 
but no new costs would be added during the first five years of 
municipal operation. Table V-4 provides a detailed breakdown of 
the cost assumptions. 
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Table V-2 


DETAILS OF INCORPORATION ALTERNATIVE A, EAST PALO ALTO 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


IH MaKEAY OLE 
INCORPORATION ON 
ORIGINAL PROVIDER 


EAST PALO ALTO 
REVENUE 
SOURCES 


EFFECT OF 
INCORPORATION ON 
LEVEL OF SERVICE 


CURRENT 
SERVICE 
PROVIDER 


MUNCIPAL 
SERVICE 


Increased local 
autonomy and 
political 
responsiveness 


East Palo Alto 
City Government 


Slightly reduced 
effort 


City general 
fund 


General government San Mateo County 


Government 


East Palo Alto 
Municipal Council 


Direct cost savings Costs applied 
from special 
funds and 


grants 


Potential for 


Planning, building East Palo Alto Reduced effort City general 


San Mateo County 


inspection, Department of Community fund improved 
ordinance Environmental Development Direct cost savings ordinance 
administration Management Department Permit and enforcement 


Small loss of service fees 
property tax and 


fee revenues 


East Palo Alto 
Municipal Council 


Grants 


East Palo Alto Reduced effort 
Police 


Department 


Service level 
would generally 
be maintained. 
Loss of CHP 
traffic control 
will cause 
additional 
workload for 
new police 


Police services San Mateo County 
Sheriff's Dep't 
(County Service 


Area No. 5) 


City general 
fund 


Direct cost savings 


Loss of property tax 
proportional to 
CSA #5 share of 

local property tax 


California Highway 
Patrol 


County Service Area department. 
No. 5 dissolved 
Streets San Mateo County East Palo Alto Reduction in main- Gas tax | No significant 
Public Works Community tenance effort | effects 
Department Deve lopment Vehicle code 
Department County retains re- fines 
sponsibility for 
capital improve- Federal grants 
> & ments planned or ®& 


under construction 
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Table yw P Se 


Alternative A, continued 


CURRENT 
SERVICE 
PROVIDER 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


BEPE CT SOE 
INCORPORATION ON 
ORIGINAL PROVIDER 


EAST PALO ALTO 
REVENUE 
SOURCES 


iH] MMOL (OV 
INCORPORATION ON 
LEVEL OF SERVICE 


MUNICIPAL 
SERVICE 


East Palo Alto 
Sanitary 
District 


Same as current 
providers 


Sanitary sewers Current provi- 
ders would 
continue 
with exist- 
ing revenue 


sources 


Menlo Park 
Sanitary 
DEStiaret 


East Palo Alto 
Water District 


Same as current 
providers 


Water supply Current provi- 
ders would 
continue 
with exist- 
ing revenue 


sources 


Private water 
companies 


East Palo Alto 
Gardens Drainage 
Maintenance Dist. 


Same as current 
providers 


Drainage Current provi- 
ders would 
continue 
with exist- 
ing revenue 
sources or 
convert to 
a benefit 


assessment 


East Palo Alto 
Drainage Main- 
tenance Dist. 


Ravenswood Slough 
Drainage Main- 
tenance Dist. 


Current provi- 
der would 
continue 
with exist- 

ing revenue 

sources 


Same as current 
provider 


Menlo Park Fire 
Drstrenct 


Fire protection 
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Table V-2 


Alternative A, continued 


MUNICIPAL 
SERVICE 


Local parks and 


recreation 


Animal control 


Garbage collection 


Street lighting 


CURRENT 
SERVICE 
PROVIDER 


Ravenswood Recrea- 
tion and Park 
Disitarscite 


San Mateo County 
Library 


Peninsula Humane 
Society 


San Mateo County 
(County Service 
Area No. 5) 


Ravenswood High- 
way Lighting 
Drserict 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


BEBE Cl SOF 
INCORPORATION ON 
ORIGINAL PROVIDER 


Same as current 
provider 


Same as current 
provider 


Peninsula Humane 
Society would 
under contract would continue 

to East Palo With city in- 
Alto stead of county 


Same as current 
provider, but 


City of East CSA #5 dissolved 
Palo Alto 
(contract 


service) 


Same as current 
provider 


EAST PALO ALTO 
REVENUE 
SOURCES 


Current provi- 
der would 
continue 
with exist- 
ing revenue 
sources 


Current provi- 
der would 
continue 
with exist- 
ing revenue 
sources 


Current provi- 
der would 
continue 
with exist- 
ing revenue 
sources 


Fees adequate 
to cover 
cost of con= 
tract service 
and adminis- 
tration 


Benefit assess- 
ment paid by 
property 
owners 


IMI IACAL (Olm 
INCORPORATION ON 
SERVICE LEVEL 
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Table VO 


Alternative A, continued 


Civil defense 


Emergency Medical 
Services 


CURRENT 
SERVICE 
PROVIDER 


San Mateo County 
Civil Defense 


Menlo Park Fire 
District 


San Mateo County 
(contract with 
Medevac) 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


Same as existing 
provider, but 
under contract 
to East Palo 
Alto 


Same as existing 
providers 


IN MOKCIY Old 
INCORPORATION 


ORIGINAL PROVIDER 


San Mateo County 
Civil Defense 
would contract 
with city for 
services 


EAST PALO ALTO 
REVENUE 
SOURCES 


City general 
fund 


Current provi- 
ders would 
continue 


with existing 


revenue 
sources 


yy 


EPEPECT Of 
INCORPORATION ON 
LEVEL OF SERVICE 


Table V-3 


PROJECTION OF MUNICIPAL SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE A 


EO SOS S35 
Annual Average 
Operating Costs 


Services Provided (1979 Dollars) 
Police Protection Sivfecenouu 
General Government 326,000 


Community Development 
(Including planning, building inspection, 


and road maintenance) 364,600 
Animal Control 9,400 
Civil Defense 3,500 
Garbage Collection 220,000 

TOTAL SQ Ae BOO 
Source: McDonald & Associates 
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Table vV-4 


SERVICE COSTS 


EAST PALO ALTO INCORPORATION ALTERNATIVE A 


Service GrpNERAL GOVERNMENT 


CITY COUNCLSE 
CITYs ATTORNEM 


CITY ADMINISTRATIO 
City Manager/Clerk 
Deputy Clerk/ 
Secretary 

Assistant Manager 
(Finance-Personnel) 
Accountant 

4 Administrative 

: Assistant 
Accountant Clerk 
Stare Clerk 


City Attorney (Contracf£) 


GONaerea (ore 


S$ 35,000 


15,000 


25,000 
21,000 


22,000 
12, 200 
12700 


9,000 


(25,000) 


337000 
15,000 


25,000 
21,000 


44,000 
12,500 
25,000 


Total Salary S 186,000 
enefits @ 25% 46,625 


otal Employee Cost 233 peo 


ervices and Supplies @ 30 % plus contract services 94,937 


e OTAL SERVICE COST S$ 328,062 


oy 


e@ 


Table V-4 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE A 


pervice poLICE SERVICES 


a a 


Director of Public 


Safety $30,000 1S 30,000 
Lieutenant 26,500 267500 
Sergeant 24,000 120,000 
Officers 20,000 440,000 


SUB-TOTAL UNIFORMED 
PERSONNEL 
BENEFITS @ 30% 
SUB-TOTAL UNIFORMED 
PERSONNEL COST 


Se ee 8 (9) 
184,950 


$ 801,450 


13,500 81,000 


Clerk-Dispatchers 
Community Services 
Officers 
SUB-TOTAL NON-UNIFORM- 
ED PERSONNEL 
BPENEE LIS 1c 25% 
SUB=TOTAL, NON-UNIFORM= 
ED’ PERSONNEL ‘COST 


15,000 30,000 


111,000 
ra frais (8) 


Sy) 1387780 


Agha O 
Benefits @ (See Above) 212,700 


otal Employee Cost 940,200 
282,060 


ervices and Supplies @ 30 % 


OTAL SERVICE COST Sir 22 2euou 
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Table V-4 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE A 


Service PLANNING, BUILDING INSPECTION AND OTHER GENERAL INSPECTION, 
ORDINANCE ADMINISTRATION AND ENFORCEMENT AND ROAD MAINTENANCE. 


pony [Position re 


COMMUNITY 
Director of Community 


DEVELOPMENT 


Development 1 > 50,000 
Associate Planner a 22,000 
Assistant Planner a 18,000 
Tnspector 1 22,000 

aintenance Supervisor 1 24,500 
Road Maintenance WorkerB 4 12 ,O0G0 
Btaff Clerk 1 72 OOO 


ngineering Services 
(Contract) 


(20,000) 


Total Salary 40 S ‘201,000 


enefits @ 25% 50 p20 


otal Employee Cost 2517250 


Services and Supplies @ 30 %pjus Engineering Contract 95,375 


OTAL SERVICE COST S$ 364,625 


og 


b. Projection of Alternative A Revenue 


The revenue projection for the Alternative A City of East Palo Alto 
is based upon the revenue projection provided in Chapter IV. Chap- 
ter IV includes a detailed description of the revenue sources and 
provides a five year projection. The projection of local revenues 
includes revenues which would require approval by two-thirds of the 
voters as required by Proposition 13. Not included are federal 
grant revenue associated with specific programs such as CETA em- 
ployment, and the youth services progran in East Palo Alto. Al- 
though these programs can be expected to continue, the do not 
directly bear upon the issue of fiscal feasibility of a new city. 
The revenue for Alternative A projection V is given in Table V-5. 
The HCDA revenue shown is derived from the existing program allot- 
ment, which ends in 1982. Should East Palo Alto pursue discretion- 
ary HCDA funds, this revenue source could substantially increase. 


Cz Comparison of Alternative A Costs and Revenues 


The comparison of costs and revenues associated with the Alter- 
native A City of East Palo Alto indicates a revenue deficit would 
exist for at least the first four years of municipal operation. 
Table V-6 shows the comparison of costs and revenues for Alter- ® 
native A. Although the costs of providing municipal services to 
East Palo Alto are reasonable ona per capita basis, revenues are 
very deficient. Two major components of municipal government re- 
venue, property taxes and sales taxes, are very low on a compara- 
tive per capita basis. Also, the revenues dedicated to road con- 
struction and maintenance continually decline in real dollar terms. 
Unless the state gas tax is substantially increased, this situation 
will require road maintenance and construction to be financed from 
general fund sources. 


The cost-revenue relationship is shown to improve over the five 
year period. While costs are assumed to remain constant when cor- 
rected for inflation, revenues are expected actually to increase. 
Key assumptions which support this finding are increased property 
taxes, sales taxes, and franchise taxes. 


Zoe cennauive en NtegracronsO fh nxistingsspecial, DiSERuors 


Into City Government 


a. Description of Alternative B 


The Alternative B City of East Palo Alto is assumed to be a general 
law, council-manager city similar to the Alternative A city. It 

would be responsible for a broader range of services than Alterna- e 
tive A including the following: 
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oOo Tai V-5 
FIVE YEAR PROJECTION OF REVENUE 
EAST PALO ALTO INCORPORATION ALTERNATIVE A 


Projected Revenue Available 
(thousands of 1979 dollars) 


Revenue Sources 1980-81 1981-82 


Local Revenue Sources 


Property tax'!) 


982283 


233 


rr ee 


Sales tax (2) 72. 2 ahs ARS s: 
Business license tax (2) 3083 41.9 
Utility franchise tax 249.7 200.0 
Li-enses and permits 40.0 40.0 
Fines and penalties ‘3) aa di 
Service charges and fees PAP de AY) 22500) 
Use of money and property 50.0 56.6 
Property transfer tax Lone 4 He ys} 

Subtotal Local Revenue Sources aA eas: eo k AL 


State Shared Revenue Sources 


$ 48.7 


$ 


1,482.2 


$ 


S17 O20 
334.7 
BS} 
429.9 
40.0 
41.1 
225.0 


—— 


1,588.1 


Cigarette tax $ 43. 1.7.5 47.0 
Alcoholic beverage taxes and fees 4.4 4.4 
Vehicle (and trailer in-lieu fees ZOO 236.02 
Gas tax HWA ts Ras: 130.9 

Subtotal State Shared Revenue Sources S15 442 2.05. & 41825 


State and Federal Grants 


General revenue sharing Helo 3.0 Sess. wD 

Housing and Community Development Act 300.0 358.0 
Subtotal of HCDA Revenue S ) 3008 0 12S) 358.0 
Subtotal of restricted revenue 199.6 D720 
Subtotal of general revenue requiring voter approval 280.0 32 10 
Subtotal of other general revenue Lot) SA TA 
Notes: (1) Minimum City Services 


(2) Levy of these taxes requires two-thirds voter approval. 
(3) Revenue restricted to street and traffic safety expenses. 
(4) Future HCDA revenue beyond 1981-82 is not projected. 


Source: McDonald & Associates 


308.0 


$ 


9. poo Oe Lae LOS. 8. <S 


374.1 
hs 7: os Nea 


427.3 
ODS ae 


335k 


82.8 
488.8 
1,659 .:6 


Table V=6 


ALTERNATIVE A 
SUMMARY OF COSTS AND REVENUES 


Cost-Revenue Projection 
(Thousands of 1979 Dollars) 


Costs and Revenue Categories 1980-81 2951-62 1L982=83 1983-84 1984-85 


GENERAL REVENUE 


LOCAL SP RIS aes 8 1,441.1 1,547 20 
STATE SHARED ESC WNG Pie) ego 293.48 


FEDERAL REVENUE SHARING ZS SiO PEE 308.0 


$1,658.4 2,020.4 2,148.4 


DEDICATED REVENUE 


STARE SEARED 
LOCAL 


EXPENSES (OPERATING ONLY) 


GENERAL Sk poe off 
ELIGIBLE FOR 1 
DEDICATED REVENUE 2 10)5 (0) 


SURPLUS 
(DEBLCLT) 


GENERAL S$ (239.4) (142 <4) (52.0) 
DEDICATED 50.4) (78.0) (toes) 


1. This includes both direct costs and applied administrative costs, etc. 


2. Assumes that voter approval is received for new special taxes which will 
egual $311,600 during the first year of municipal operation. Without this 
revenue the initial fiscal feasibility of ithe altermative "A" City is 
substantially worsened. 
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pos 


® General Government; 

e Police Protection; 

e Planning and Building Inspection; 
e Water Service; 

® Sanitary Services; 

@ Street Maintenance; 

e Drainage Maintenance; 
* Street Lighting; 

® Parks and Recreation; 
® Aninals Control ; 

® Civil Defense; 

@ Garbage Collection; 


Although these services could be provided through service con- 
tracts, in this analysis it was assumed that all services would be 
provided directly by the city except, engineering services, attor- 
ney services, animal control, civil defense, garbage collection, 
and park maintenance and street lighting. Similar to the Alter- 
native A city, the proposed level of service is generally set at 
existing levels. Where a substandard level of service presently 
exists, an additional increment of service is proposed. Also like 
Alternative A,the proposed city staff might be augmented by staff 
and programs funded by specific federal grants such as CETA. 


Details of the Alternative B City of East Palo Alto are provided 
in Table V-7. 


The projection of municipal service costs associated with Alter- 
native B is based on a detailed cost analysis of the new city gov- 
ernment, Similar to the analysis prepared for Alternative A, but 
including the additional positions required. A summary of the pro- 
jected municipal service costs associated with the Alternative B 
City of East Palo Alto is provided in Table V-8. It is assumed 
that these costs will increase annually with inflation, but no 
new costs would be added during the first five years of municipal 
operation. Table V-9 provides the detailed breakdown of the cost 
assumptions. Costs shown on Table V-8 for sanitation, water supply 
include costs not shown on Table V-9. These include major opera- 
tional costs such as water purchase, sewage treatment, debt ser- 


-vice, applied administration and several contract services. Costs 


for contract services are based on current costs, adjusted for 
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Table V-7 


DETAILS OF INCORPORATION ALTERNATIVE B, EAST PALO ALTO 


CURRENT 
SERVICE 
PROVIDER 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


HME 1O)s 
INCORPORATION ON 
ORIGINAL PROVIDER 


EAST PALO ALTO 
REVENUE 
SOURCES 


IMAC” On 
INCORPORATION ON 
LEVEL OF SERVICE 


MUNCIPAL 
SERVICE 


East Palo Alto 
City Government 


General government San Mateo County 


Government 


Slightly reduced 
effort 


Increased local 
autonomy and 
political 
responsiveness 


City general 
fund 


East Palo Alto 
Municipal Council 


Direct cost savings Costs applied 
from special 
funds and 


grants 


Planning, building San Mateo County East Palo Alto Reduced effort Potential for 


City general 


inspection, Department of Community fund improved 
ordinance Environmental Development Direct cost savings ordinance 
administration Management Department Permit and enforcement 
Small loss of service fees 
East Palo Alto property tax and 
Municipal Council fee revenues Grants 
Police services San Mateo County East Palo Alto Reduced effort City general Service level 
Sheriff's Dep't Police fund would generally 


(County Service 
Area No. 5) 


Department Direct cost savings be maintained. 
Loss of CHP 

Era Erace Con cr-o! 
will cause 
additional 
workload for 


new police 


Loss of property tax 
proportional to 
CSA #5 share of 

local property tax 


California Highway 
Patrol 


County Service Area department. 
No. 5 dissolved 
Streets San Mateo County East Palo Alto Reduction in main- Gas tax No significant 

Public Works Public Works tenance effort effects 
Department Department, Vehicle code | 
Road Division County retains re- fines | 
sponsibility for | 

@ e& | Capital improve- Federal grants | a 

| ments planned or | city general . 


wnder construction Fund 


SOT 


Table WH 


Alternative B, Continued 


MUNICIPAL 
SERVICE 


Sanitary sewers 


Water supply 


Drainage 


Fire protection 


CURRENT 
SERVICE 
PROVIDER 


East Palo Alto 
Sanitary Dist. 


Menlo Park 
Sanitary Dist. 


East Palo Alto 
Water District 


Private water 
companies 


East Palo Alto 
Gardens Drainage 
Maintenance Dist. 


East Palo Alto 
Drainage 
Maintenance Dist. 


Ravenswood Slough 
Drainage 
Maintenance Dist. 


Menlo Park Fire 
District 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


East Palo Alto 
Public Works 
Department, 
Sanitary Div. 


Menlo Park 
Sanitary, Dist. 


East Palo Alto 
Public Works 
Department, 
Water Division 


Private water 
companies 


East Palo Alto 
Public Works 
Department, 
Road Division 


Same as current 
provider 


BEFECT! OF 
INCORPORATION ON 
ORIGINAL PROVIDER 


Dissolution of East 


Palo Alto Sanitary 


DVrStEruce 


Dissolution of East 
Palo Alto Water 
DIstri ce 


Private companies 
would continue 


Dissolution of 
existing county 
drainage main- 
tenance districts 
within Fast Palo 
Alto 


EAST PALO ALTO 
REVENUE 
SOURCES 


User fees 


User fees 


City would 
finance 
drainage 
mainteance 
with benefit 
assessment 
paid by 
property 
owners 


CurerenicEpLo= 
vider would 
continue with 
existing re- 
venue sources 


EFFECT OF 
INCORPORATION ON 
LEVEL OF SERVICE 


90T 


Table V-7 


Alternative B, continued 


MUNICIPAL 
SERVICE 


Local parks and 
recreation 


Animal control 


Garbage collection 


CURRENT 
SERVICE 
PROVIDER 


Ravenswood 
Recreation and 
Parks District 


San Mateo County 
Library 


Peninsula Humane 
Society 


San Mateo County 
(County Service 
Area No. 5) 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


East Palo Alto 
Parks and 
Recreation 
Department 


Same as current 
provider 


Same as current 
provider 
(contract 
service) 


City of East 
Palo Alto 
(Contract 
service) 


Bis Ci OK 
INCORPORATION ON 
ORIGINAL PROVIDER 


Dissolution of 
Ravenswood 
Recreation and 
Parks District 


Peninsula Humane 
Society would 
continue with 
city instead of 
county 


CSA #5 dissolved 


EAST PALO ALTO 
REVENUE 
SOURCES 


City general 
Fund 
User fees 


Federal and 
state grants 


Current provi- 
der would 
continue 


with existing 


revenue 
sources 


Current provi- 
der would 
continue 
with existing 
revenue 
sources 


Fees adequate 


to cover cost 


of contract 
service and 


administratio 


BEE ECT OF 
INCORPORATION ON 
SERVICE LEVEL 


Improved park 
maintenance 


Greater emphasis 
on fee programs 


Cooperation with 
youth services 
program 


LOT 
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Alternative B, continued 


MUNICIPAL 
SERVICE 


Street lighting 


Civil defense 


Emergency medical 


CURRENT 
SERVICE 
PROVIDER 


Ravenswood Highway 


Lighting District 


San Mateo County 
Civil Defense 


Menlo Park Fire 
District 


San Mateo County 
(contract with 
Medevac) 


INCORPORATION 
ALTERNATIVE 
SERVICE PROVIDER 


City of East Palo 
Alto (contract 
service) 


Same as existing 
provider, but 
under contract 
to East Palo 
Alto 


Same as existing 
providers 


HIS EAY (je: 
INCORPORATION ON 
ORIGINAL PROVIDER 


Dissolution of 
Ravenswood Highway 
Lighting District 


San Mateo County 
Civil Defense 
would contract 
With Citys ror 
services 


EAST PALO ALTO 
REVENUE 
SOURCES 


City would fi- 
nance street 
lighting with 
benefit 
assessment 
charged to 
property 
owners 


City general 
fund 


Current provi- 
ders would 
continue 
with existing 
revenue 
sources 


IMAM AHCIY (OLE 
INCORPORATION ON 
SERVICE LEVEL 


Table V-8 


PROJECTION OF MUNICIPAL SERVICE COSTS 


EAST PALO ALTO INCORPORATION ALTERNATIVE B 


Services Provided 
Police Protection 
General Government 


Community Development 
(including planning and building inspection) 


Public Works 
(including street and drainage maintenance, 
sanitation, and water supply) 

Parks and Recreation 

Animal Control 

Civil Defense 


Garbage Collection 


Street Lighting 


TOTAL 


Source: McDonald & Associates 
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1980-85 
Average Annual 
Operating Costs 
OL9.79.(Dollars) 

Sl pze2zpou0 


3337000 


162,000 


1,000,000 
189,500 
9,400 
3,500 
220,000 


120,000 


Sao fey"toe bra | IAW, 


Table V-9 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


pervice GENERAL GOVERNMENT 


CLLY, COUNCIL 


COncracGt 


GaeRyY eA ORNEN 
(Contract) 


CITY ATTORNEY 


CITY ADMINISTRA- 
TION 


CITY MANAGER/CLERK 35,000 35,000 


DEPUTY CLERK/ 
SECRETARY 


15,000 15,000 


ASSISTANT MANAGER 25,000 25,000 


(Finance-Personnel ) 


21,000 21,000 


ACCOUNTANT 


ADMINISTRATIVE 
ASSISTANTS 


22,000 44,000 


12,500 


ACCOUNTANT CLERK 12,500 


25,000 


STAFF CLERK £2700 


Total Salary 9 - 186,500 
Benefits @ 25% 467625 
otal Employee Cost PRINS 4 Mev cey 
ervices and Supplies @ 30 $+ attorney (Contract) 99,938 


OTAL SERVICE COST soso, UGS 
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Table V-9 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


service POLICE SERVICES 
cc 


DIRECTORVOFS PUBLIC 


SAFETY $30,000 > 30,000 
LIEUTENANT 26,500 26,500 
SERGEANT 24,000 120,000 
OFFICERS 20,000 440,000 


SUB-TOTAL UNIFORMED 
PERSONNEL 
BENEFITS @ 30% 
SUB-TOTAL UNIFORMED 
PERSONNEL COST 


S 616,500 
184,950 


S$ 801,450 


CLERK-DISPATCHERS 


COMMUNITY SERVICES 
OFFICERS 


SUB-TOTAL NON-UNIFORM- 
ED PERSONNEL 
BENEFITS @ 25% 


1s POU 0 81,000 


2 15,000 30,000 


ee, .000 
PA pases) 


SUB-TOTAL NON-UNIFORM- 
ED PERSONNEL COST 


> 138,750 


otal Salary 


727,900 


Benefits @ (See Above) 24:24, 700 
otal Employee Cost 940,200 


Services and Supplies @ 30 $% 282,060 


OTAL SERVICE COST $1,222,260 
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Table V-9 


SERVICE .COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


service PLANNING, BUILDING INSPECTION, AND ORDINANCE ENFORCEMENT 


COMMUNITY 
DEVELOPMENT 


DIRECTOR OF COMMUNITY 
DEVELOPMENT 


25,000 25,000 


ASSOCIATE PLANNER 22,000 22,000 


ASSISTANT PLANNER 18,000 18,000 


IBBUILDING INSPECTOR 22,000 22,000 


STAFF CLERK Ler 12,500 


Total Salary 99,500 
enefits @ 25% 24,875 
otal Employee Cost 124,375 


$ 


Services and Supplies @ 30 % B77 Ss 


OTAL SERVICE COST Se 1627688 


ALi bl 


Table V-9 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


Service Street maintenance, water service, sanitary service, drainage maintenance; 


contract administration for garbage collection, street lighting, and 
j i j = i o' i igna mai = = 


a 30,000 30,000 
Al 18,000 18,000 
ue 2 500 127560 
i 12500 12,500 
Contrace (30,060) 

S 713,000 

£3,250 

S120 

57 oe 

S> #lAoyG2S 


1 24,500 24,500 
4 19,500 78,000 


Total sSalary 102,500 
Benefits @ 25% 25.025 
otal Employee Cost L292 5 
ervices and Supplies @ 30 % 38,438 


PUBLIC WORKS 
(ADMINISTRATION) 


Director of Public 
Works 


Administrative Ass't 
Accountant Clerk 
Staten (clerk 
Engineering Services 
(Contract) 


TOTAL SALARY 
BENEFITS @ 25% 
TOTAL EMPLOYEE COST 
SERVICES AND, SUP= 
PLIES @ 30% plus 
ENGINEERING (contract) 
TOPADASEEVIGEs COS. 


PUBLIC WORKS 
STREET & DRAINAGE 
MAINTENANCE 


Street Maintenance 
Supervisor 

Street Maintenance 
Workers 


OTAL SERVICE COST 166,562 


LarZ 


Table V-9 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


Service pyuBLIC WORKS CONTINUED 


PUBLIC WORKS 
(WATER DIVISION) Water Maintenance 
Supervisor 1 SP 20,000 20,000 
ater Maintenance 
worker £| 16,500 49,500 
2 


TOTAL SALARY 
BENEFITS @ 25% 
TOTAL EMPLOYEE CO9T 
SERVICES & SUPPLIHS 
TOTAL SERVICE COS7 


69,500 
Le. 3h5 
86,875 
26,063 
ye ii2, 938 


19,500 6 


PUBLIC WORKS 


(SANITATION Sanitation Maintenance 
DIVISION) Worker 


Total Salary 


: 39,000 
Benefits @ 25% 9,750 


48,750 
ervices and Supplies @ 30 % 14,625 


otal Employee Cost 


OTAL SERVICE COST 63,375 


LL3 


Table V-9 ® 


SERVICE COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


Service pyBLIC WORKS CONTINUED 


[reaivion raver 
PUBLIC WORKS 


Gorporation Yard 
(CORPORATION YARD, 
FOUIPMENT PEPATR, ee eos Vee 20, 000)5 20,000 


16,500 


otal Salary 36,500 


Benefits @ 25% 9, 25 
otal Employee Cost 45,625 
Services and Supplies @ 30 % 13,688 


OTAL SERVICE COST 59.308 
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Table V-9 


SERVICE -COSTS 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


COMMUNITY SERVICES} Director of Community 
Services S22 750,0 22,500 


Recreation and Leisure 

Manager Topo OU 18,500 
Cultural Development 

Program Manager if Hig Syed ONG, LS ,200 


Sta etc reris 1 42.2500 1277560 
Extra Help Varies 20,000 
Maintenance ] Contract (40,000) 


otal Salary Sa 192i, O00 


Benefits @ 25% 23,000 
otal Employee Cost Los 0.00 


ervices and Supplies @ 30 % 


plus Maintenance Contract Tay 00 


» OTAL; SERVICE COST S 189,500 


A bys Maintenance could also be provided by additional city personnel and 
utilize youth services program trainees etc.. A small saving might 
be gained by this approach. 


£15 


inflation. These additional costs associated with the Public 
Works Department are shown on Table V-10. 


b. Projection of Revenue 


The revenue projection for Alternative B is similar to Alterna- 
tive A based upon the revenue projection provided in Chapter IV. 
Because the Alternative B City of East Palo Alto integrates exist- 
ing special districts, additional revenue can be expected from four 
sources: 


* The AB 8 formula for allocating property tax revenues is 
based on existing agencies' shares of the property tax. The 
Alternative B city would include special districts presently 
receiving property tax revenues; hence, it would be entitled 
to a greater share of this revenue. 


® The enterprise special districts are presently funded, all 
or in part, by user fees. These fees would also be used by 
East Palo Alto. Present fees for sanitation service may have 
to be increased slightly. Other fees appear adequate. 


* Drainage maintenance and street lighting in 1978-79 were 
financed by county gas tax revenue and state SB 154 bailout 
revenue. The city will have to switch to a benefit assess- 
ment for these services. This assessment will be placed on 
property owner's property tax bill. 


e The larger size of the Alternative B city's budget will cre- 
ate larger fund balances. These revenues will collect inter- 
est and increase the city's revenue proportional to the in- 
creased budget over the Alternative A city. 


The projection of revenue for the Alternative B City of East Palo 
Alto is given in Table V-II. 


Ce Comparison of Alternative B Costs and Revenue 


The comparison of costs and revenues associated with the Alterna- 
tive B City of East Palo Alto indicates a revenue deficit would 
exist for at least the first five years of municipal operation. 
Table V-12 shows the comparison of costs and revenues for Alter- 
native B. The reasons for the projected deficit are the same as 
for the Alternative A city. The greater deficit showing for the 
Alternative B city is caused by greater costs for public works. 


Also similar to the Alternative A city, the cost revenue ration 
is shown to improve over the five year projection period. 
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Table V-10 
COSTS, REVENUES, AND APPLIED COSTS FOR PUBLIC WORKS DEPARTMENT 
(1979 Dollars) 


Applied Costs 

Public Works General 

Administration 
(000) 


Revenue 


Division (000) 


Gas tax 


Vehicle code fines 


Drainage benefit assessment 


Maintenance costs 


Indirect costs 


- Administration 
Corporation yard 
A-87 overhead 


Traffic signal maint. 


ater Service Fees and charges 


Interest 


Water purchase 


Maintenance costs (direct) 


Indirect costs 


- Administration 
A-87 overhead 
Debt service 


Corporation yard 


BALANCE 


8TT 


Table V-10, 


Division 


Sanitation 


continued 


Revenue 


—_______. 


(000) 


Fees jy 
Interest 
Property tax 
Treatment fee 
Debt service 
Maintenance costs (direct) 
Indirect costs 
- Administration 
- A-87 overhead 


= Corporation vard 


Total applied costs 
A-87 


BALANCE 


Applied Costs 


Public Works 
Administration 
(000) 


7 


ww Tab™® V-11 wa 


FIVE YEAR PROJECTION OF REVENUE 
EAST PALO ALTO INCORPORATION ALTERNATIVE B 


Projected Revenue Available 
(thousands of 1979 dollars) 
Revenue Sources 1980-81 eh esis I82SS LI 3= 34 SOLE S55) 


Local Revenue Sources 


Property tax‘) Si 951267. 0) 29816530: 04e $2 S3quuimS. 542-00 5) 55000 
Sales tax Le 2 2 L912. 0:8 216.0 298.9 REY Gre 
Business license tax (2) BU ses 41.9 A Te 0) 52.6 Sog9 
Utility franchise tax‘) 249.7 285.7 py byt Se ai 429.9 
Licenses and permits.) 40.0 40.0 40.0 40.0 40.0 
Fines and penalties Aly. 1 41s): ALS) CG Ae ALLEL 
Service charges and fees Hs dae) 8 10 1 ,0.377...0 1037 20. L708720 
Use of money and property 85.6 Aa Boo 3 S355 96.6 
Property transfer tax 1G ees ‘Sea, LG Se 6. Ae ee 
Subtotal Local Revenue Sources $2; 247.4 ZFS 2x8 AP bb! pels 2; D0. 2 PAA ANS hors 
State Shared Revenue Sources 
Cigarette tax $ B33 LORS A720 te S 48,42 S$ 50.7225 52.8 
Alcoholic beverage taxes and fees 4.4 4.4 4.4 4.4 4.4 
Vehicle and trailer in-lieu fees 250.2 DaGe 2 236.02 236 <2 20022 
Gas tax(3) Lists ee 230.9 98.4 67.2 ATCAT 
Subtotal State Shared Revenue Sources S FAd2. 24> S48. Sates SRP oS) 956 Seo ss oe 
State and Federal Grants 
General revenue sharing S252 Ole O47. Ole or, $ ey $ ore 
Housing and Community Development Act 300.0 3.5.5.0 -- (4) == (4) ——» (4) 
ec Rn Ge ee eS BE Wa Ne eee 8 Ae ae ee ee eee 
Subtotal of HCDA Revenue S M300 01 Sa ns58) oe == <= 
Subtotal of restricted revenue 199.6 1720. (Sal 39.15 SS) OB SSeS 82.8 
Subtotal of general revenue requiring voter approval 280.0 21 10 3451 427.3 488.8 
Subtotal of other general revenue 2, 443.0 agen Batu ie 27 2348) 22007 iL 2p 120.7 
mmm nn ern rer rn rn Sa SS sts Ss SSD 


Notes: (1) More "full service" city 
(2) Levy of these taxes requires two-thirds voter approval. 
(3) Revenue restricted to street and traffic safety expenses. 
(4) Future HCDA revenue beyond 1981-82 is not protected. 


>ource: MCDOnald & Associates 
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ALTERNATIVE B 
SUMMARY OF COSTS AND REVENUES 


Cost-Revenue Projection 
(Thousands of 1979 Dollars) 


1980-81 igsie82 E9e2-83 1983-84 1984-85 


Costs and Revenue Categories 


GENERAL REVENUE 


LOCAL 
STATE SHARED 
FEDERAL REVENUE SHARING 


o2 7200 es 
PAK wai | 
255.0 


TOTAL $27, 123530 2g Oko 2,908.8 3,084.4 a7 2 Lomo 


S  toGe5 30-9 98.4 Giz Alea 
ar celia 41.1 41.1 41.1 


DEDICATED REVENUE 


STATED SHARED 
LOCAL 


Sy ES iy PAC o) eS Fro 1OSie3 


SZ oo a) aero Lope eat Page ope La Ph pae hohe wal!) 2), 969m 
290:..0 29020 29020 z290)..6 290.0 
SGT) a OD ee 372525 7) BO ad ADs I 


$ (246.7) (154.4) (60'..9) 114.7 245.8 
(90.4) (1850) (1555 ) (Lela?) (20752) 


1. This includes both direct,.costs and applied administrative costs, etc. 


EXPENSES 


GENERAL 
ELIGIBLE FOR 
DEDICATED REVENUE 


SURPLUS 
(DEFICIT) 


GENERAL 
DEDICATED 


2. Assumes that voter approval is received for new special taxes which will 
equal $311,600 during the first year of mumicipal operation. Without this 
revenue, the initial fiscal feasibility of the Altermative B city is 
substantially worsened. 
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Appendix A 


RESPONSE TO COMMENTS RECEIVED 
CONCERNING THE EAST PALO ALTO FISCAL ANALYSIS 


The comments received during the public hearing, and other 
comments received about the East Palo Alto fiscal analysis 
raised a number of substantial issues. The issues may be 

generalized into six questions. These questions and their 
reponses follow. 


Question: Why weren't all state and federal grants 
considered as a direct source of municipal 
operating revenue? 


General revenue sharing, the largest continuing source of 
federal grants available to municipalities, was included 

in the revenue estimates. The funding from the Housing and 
Community Development Act was also evaluated. There are, 
or have been, other state and federal grants available to 
cities for financing various operating costs, including 

the Comprehensive Employment Training Act and various law 
enforcement grants. CETA programs, where the federal 
government pays for some municipal employees, have been 
used by cities throughout the United States. These programs 
are usually limited to entry level positions. Funding for 
CETA on a national level has also varied from year to year. 
Law enforcement grants can offset some police operating 
costs but are typically directed at special equipment or 
programs. 


The major reason why these or other state and federal grants 
were not included in the fiscal analysis is that these reve- 
nues are not reliable on a continuing basis. They are typi- 
cally used by municipalities to expand basic services and 
provide special programs. It is expected that East Palo 
Alto would also use these grants in a Similar manner. 


Question: What would be an objective measure of 
substantial revenue short-fall and other 
Similar labels? 


The "labels" or modifiers utilized in the fiscal analysis 
reflect the analysts judgement and desire to communicate 
a professional opinion or stress a point developed in the 


analysis. The above question specifically mentions the 
term "Substantial revenue short-fall." This term is quan- 
tified in detail within the analysis. In this case "Ssub- 


stantial" means an amount large enough to insure a specific 
conclusion. In this specific case "Substantial" means 

that the amount of revenue short-fall clearly indicates 

the initial infeasibility of incorporating East Palo Alto. 


Question: What is the meaning of the requirement imposed 
by Proposition 13 that special taxes levied 
by local government must be approved "by a 
two-thirds vote of the qualified electors of 
such a district... 


The state legislative counsel concludes that a "qualified 
elector" is equivalent to the registered voters partici- 
pating in a given election. 


Generally, provisions requiring a specified vote 

of the electors for passage of certain propositions 
have been construed by the courts as requiring such 
specified vote of the electors voting on the proposi- 
tion, on the basis that literal interpretation and 
strict application of the requirement of a vote of 
all the electors of qualified registered electors 

who did not actually vote on the issues would render 
the provisions authorizing a vote on such issue a 
nullity due: to the utter impracticability of carrying 


Water Bonds of 1925, 196 Cal. 725, 744-749; see also 


15 McQuillan, Municipal Corporations, Third Edition, 
Section 40M sya boe ela) 


Therefore, we think that Section 4 only requires the 
affirmative vote of two-thirds of those qualified 
electors voting on the issue at a county, erty; ) OL 
special district election for the imposition of a 
special tax. We note that, here again, this common- 
sense construction seems to have received the impliea 
approval of the California Supreme Court (see Amador 
Valley, supra, at pp. 227-228). (R-A. 5) 


Prudence suggests that this interpretation of Section 4 

of Proposition 13 can be tentatively accepted for financial 
planning purposes. And utilized as a target for local 
governments attempting to pass special tax elections. 


Question: What would the financial impact on East 
Palo Alto households be of the incorpora- 
tion proposal presented in the fiscal analysis? 


The ultimate burden of the cost of government falls on 
households in the form of taxes, fees, assessments, etc. 
Incorporation would change the existing burden of govern- 
ment costs. The amount of this change would depend upon 
precisely which revenue sources were changed and in what 
amounts. The general pattern that can be expected under 
any incorporation alternative is towards a greater cost to 
East Palo Alto households. As described in the fiscal 
analysis, some municipal services in East Palo Alto are 
presently subsidized by the balance of San Mateo County. 
Although subsidies could be expected to continue, in the 
long-term, East Palo Alto would have to become more self- 
sufficient. This simply means a greater portion of local 
government costs paid by local residents. 


An accurate response to the question of the financial 
impact on East Palo Alto households requires an analysis 
of each municipal revenue source included in the fiscal 
analysis. This analysis is summarized in Table A-l. 


The conclusion that may be derived from this analysis 

is that the fiscal burden of the incorporation alterna- 
tives presented in the fiscal analysis is relatively small. 
In fact, the additional revenue required to make East Palo 
Alto viable in the 1980-81 fiscal year is also rather small 
on a household burden basis. When both of these figures 
are added the total impact on the average East Palo Alto 
household on an annual basis would be approximately $100. 


This burden analysis assumes that the people of East Palo 
Alto would pass, by a two-thirds majority, as required by 
Proposition 13, the necessary special taxes. It also 

assumes that the County of San Mateo would remain responsible 
for completing capital improvements currently planned for 
construction. 
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Table A-1 


ANALYSIS OF THE FISCAL BURDEN OF 
INCORPORATING ON EAST PALO ALTO HOUSEHOLDS 


Amount Available Annual Cost to 
Revenue Source in 1980-81 General Fiscal Impact Each Household Above 
1979 Dollars Existing Costs 


Property Tax 359,000-" 


526,000 
Sales Tax 172,000 None 


Business License Tax 30, 300 Small increase in cost of oper- 
ating businesses in East Palo Alto 


Utility Franchise Tax 249,700 Taxes (or franchise fees) charged 
to businesses for doing business 
in East Palo Alto will be passed 
on to the consumer. These fees 
are presently not charged and would 
represent a new cost to East Palo 
Alto households. 


Licenses and Permits 40,000 None 


Service Charges and $ 225,000-" These service charges and fees are 
Fees 1,087,000 mostly currently collected for 

existing services. Costs will in- 
crease with inflation but no major 
increases were included in the fis- 
cal analysis. If benefit assess- 
ments were levied for drainage 
maintenance and street lighting 
(as under the "B" altemative), an 
impact would result. 


& 


Table A-1l continued 


ANALYSIS OF THE FISCAL BURDEN OF INCORPORATING ON EAST PALO ALTO HOUSEHOLDS 


Amount Available Annual Cost to 
Revenue Source in 1980-81 General Fiscal Impact Each Household Above 
1979 Dollars Existing Costs 


Fines and Penalties 41,100 The revenue estimate was based on 
existing revenue produced. The 
city could increase these fines 
and penalties but such an increase 
was not included in the analysis. 


Use of Money and 50,000 None 
Property 


Property Transfer Tax 31,600 The impact of this tax would fall on No direct, 
property buyers and sellers. general impact 


State-shared Revenue 442,200 None None 
Sources 


Federal Revenue Sharing 233,000 


Total of Above Revenue $38 - $57 
Sources 


Amount required to make 232,600—/ The citizens of East Palo could vote 
up the first year's 2795,900 for an additional special tax to cover 
revenue short-fall the projected revenue short-fall. 
(1980-81) 


1/ 


This variation represents the difference between revenues projected 
for incorporation Alternatives A and B. 


Question: What will be the impact of the recently 
adopted Gann initiative on the feasibility 
of incorporating East Palo Alto? 


Proposition 4, ther spirit of 137 initiative passed by 
California voters in November 1979, is intended to limit 
government spending. The general provisions of Proposition 
4 include; 


1. Appropriations of state and local government 
from tax sources are limited to a formula based 

on changes in population and the cost of living 
(Consumer Price Index). Growth of per capita 
personal income is used to adjust the TPimit if eehnis 
figure is less than CPI. 


2. The limitation may be adjusted temporarily by a 
majority vote of the electors. 


3. Tax revenues in excess of the limit must be 
returned to the taxpayers within two years. 


4. The state is required to reimburse local 
governments for new programs or higher levels 
of service which it mandates. 


5. Fees and charges in excess of the cost of 
providing the service are within and controlled 
by the Limit. 


6. Provisions are made for emergencies, for 
government debt service, for new entities of 
government, and for transfers of functions from 
one entity to another or from a tax source to a 
fee. (R-A.1) 


It is generally felt that the spending restrictions imposed 

by Proposition 4 are less restrictive than the revenue 
limitations imposed by Proposition 13. Most local governments 
will find it difficult to maintain existing revenue levels 

(in dollars adjusted for inflation). Proposition 4 permits 
growth in spending that will generally be above increases 

in revenue. 


The situation for a community wishing to incorporate is 
somewhat different than an existing government agency. 
Similar to Proposition 13, where new local governments must 
negotiate for the share of the local property tax base, 


Proposition 4 implies that the right to spend must also 

be derived from existing government agencies. In the 
present case, EaSt Palo Alto, depending upon the range of 
municipal services it provides, must negotiate for both 
local property tax revenue and the authority to spend 
property tax and other revenue for municipal purposes. The 
County of San Mateo and the special districts absorbed by 
East Palo Alto would give up both the revenue and the right 
to the expenditures given to the new city. 


Although the negotiations that will result in the appropri- 
ate sharing of revenue and expenditures may be difficult, 
Proposition 4 should not create a severe limitation for 
East Palo Alto, if the right to expenditures granted is 
equal to the expenditure estimates prepared for the fiscal 
analysis. (see Table I-2) As shown by Table I-2, the 
expenditures projected for the municipal alternatives are 
relatively close to existing spending levels. 


The ability of a’ new city to accrue a revenue surplus 
during its first year after incorporation since it con- 
tinues to receive county services is discussed below. 
This ability would appear not to be affected by the Gann 
Initiative since according to Section 5 


a city is authorized to establish such contingency 
and other funds as "...it shall deem reasonable and 
proper." 


proceeds of taxes that are contributed to a con- 
tingency fund are subject to the expenditure limit 
but, since the new city is not making expenditures 
for services provided by the County, there will be 
a significant gap between actual city expenditures 
and the "expenditure cap." (R-A.1) 


expenditures from the contingency reserve are not 
subject to the expenditure limit. 


This reserve provides a financial "cushion" for revenue 
shortfalls, necessary capital improvements, etc. 


Question: The fiscal analysis states that the county 
is required to continue providing services 
for the remainder of the fiscal year during 
which incorporation is effectuated, while 
certain revenues are accumulated by the city. 
Which revenues accumulate and what, based 
upon the revenue projections in the fiscal 
analysis, would be the amount available if 
incorporation was effectuated during 1980? 


This requirement is traditional and was carried forward 
in the Municipal Reorganization Act of 1977, (MORGA). 
The government code reference is Section 35448 of 
Division 2 of Title A of the government code, relating 
to’ Crees: 


Section 35448. "Whenever a city has been incor- 
porated from territory formerly unincorporated, 

the board of supervisors shall continue to furnish, 
without additional charge, to the area incorporated 
all services furnished to the area prior to the 
incorporation. Such services shall be furnished 

for the remainder of the fiscal year during which 

the incorporation became effective or until the 
legislative body of the city requires discontinu- 

ance of the services, whichever first occurs." (R-A. 3) 


If incorporation were effectuated in July, the county would 
be required to provide services until the end of June, 

the following year. During this period revenues, including 
those from both local and state shared sources, that would 
otherwise go to the county to support municipal services, 
would be accumulated by East Palo Alto. Although the city 
would incur some costs for running the initial city govern- 
ment, a revenue surplus should accumulate in proportion to 
the services continued, and not initially provided by the 
city. These services include police protection, the muni- 
cipal council, street construction and maintenance, drainage 
Maintenance, street lighting, planning and building inspection, 
animal control, and civil defense. 


Table A-2 shows the revenue sources that currently support 
municipal services provided by the county, which would 

be allocated to East Palo Alto during the period between 
the date incorporation is effectuated and the end of the 
fiscal year. 


yy Table A-2 


REVENUE ACCRUING TO EAST PALO ALTO 
DURING THE FIRST YEAR OF MUNICIPAL OPERATION 


Amount Received by City 
(Previously Used 
To Support Services 
To East Palo Alto 


Revenue Source Provided by County) 
ee eats cd Pe BREE SP LE 8 ed i a Ad sion eee 
LOCAL 

Property Tax Se sO 00 U 

Sales Tax L727 200 

Fines and Penalties 41,100 

Property Transfer Tax 157-500 


STATE SHARED 


Cigarette Tax 43,100 
Alcoholic Beverage Taxes and Fees 4,400 
0 Vehicle and Trailer In-Lieu Fees 236,200 
Gas Taxes 158,500 
FEDERAL 
Federal Revenue Sharing 233,000 
ce yg ee a ae ee i ee ee ee 
TOTAL $1,263,000 


a 


= Based upon the 1980-81 revenue estimates assuming incorporation 
is effected on July 1, 1980. 


Appendix B 


BOUNDARY ALTERNATIVES -- EAST PALO ALTO 
FISCAL ANALYSIS 


The boundaries of County Service Area #5 were used for the 
initial fiscal analysis. Three additional boundary alterna- 
tives were considered: 


1. Detachment of the land area south of Willow Road 
from the City of Menlo Park and annexing it to a 
Clty oLebast, PaloeAlto. 


2. “Incorporation of East Palo Alto without (he area 
west of the Bayshore Freeway. 


3. Annexation of the East Palo Alto area to the City 
of Menlo Park. 


While other boundary options exist, these were chosen for 
three reasons. First, they are intended to represent a 
range of possible boundaries -- from a city smaller than 
the city evaluated to a larger city, and finally to an 
annexation that would join East Palo Alto to Menlo Park. 


Second, these alternatives have been suggested over time 
by people interested in incorporation and are each associ- 
ated with unique political issues. Third, each of the 
alternatives has a unique impact on the feasibility of 
incorporating East Palo Alto. 


The analysis of the boundary alternatives is presented as 

a contrast to the analysis of the city governments presented 
inuChaptersV cf this treport. ")Thespoint of thiseanalysis as 
to determine how the various alternative boundaries would 
affect the conclusions of the fiscal analysis. As such, this 
analysis does not represent an in-depth analysis of all the 
fiscal implications of each boundary alternative, particu- 
larly on other jurisdictions which would be involved, such as 
the City of Menlo Park. An in-depth analysis could be in- 
cluded in the environmental impact report that will be re- 
quired for the actual incorporation/annexation project. 


The basis for the analysis of boundary alternatives is pro- 
vided in the body of the fiscal analysis. Selected other 
data was collected by means of documentary research and 
interviews. 
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The municipal services provided in East Palo Alto with alter- 


native boundaries could vary between the legally required 
services only to a full service city. Regardless of the 
boundaries chosen, incorporation would necessarily include 
decisions similar to those explored in Chapter V concerning 
which municipal services would remain with existing special 
districts and which would be assumed by the new city. This 
is true whether a new City of East Palo Alto is formed or 
East Palo Alto becomes a part of Menlo Park. The minimum 
services that could be provided by a city government would 
be similar to the alternative A city -- providing only the 
legally required services (see Table V-2, pages 92-95) 
during the incorporation/annexation process the new city 
could also choose to dissolve major special districts 
presently providing municipal services, similar to the 
Alternative B city. (see Table V-7, pages 104-107). 
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Boundary Alternative #1 


DETACHMENT OF THE LAND SOUTH OF WILLOW ROAD 
AND SUBSEQUENT ANNEXATION TO EAST PALO ALTO 


This alternative involves detachment of several hundred 

acres currently within Menlo Park and annexation of this land 
to East Palo Alto as it incorporates. The land involved 

is south of Willow Road and includes the old Hiller- 
Fairchild industrial site (presently being redeveloped), 
other smaller industrial developments, vacant industrial 

land (some of which is currently being proposed for a 

major residential development), salt ponds and bay front 
marshland, which includes a marina site. 


The addition of this land to East Palo Alto would add to 
the new city's undeveloped land supply and permit resi- 
dential and industrial growth that may enhance the feasi- 
bility of incorporation. Two projects currently being 
proposed on this land, the Menlo Industrial Park and the 
Sunset Meadows Residential Subdivision, were both shown 

in respective project EIR's to be fiscally sound, providing 
revenues in excess of costs. 


The industrial development, because of its low demand on 
public services, would provide immediate revenue net of 
costs as shown in Table B-l. The positive revenue condi- 
tion could be expected to continue. The proposed residen- 
tial subdivision presents a slightly different problem. 
While service costs to residential development are higher, 
the fiscal analysis also indicates that the long-term 
revenue would also be higher. The subdivision would pro- 
duce deficits for its first four years of existence and 
then begin to "pay its own way" and eventually produce 

net revenues in excess of those from alternative land 

uses such as industrial. A summary of the fiscal analysis 
of the Sunset Meadows Subdivision is provided in Table B-2. 
A somewhat lower density, higher home value subdivision 
could be expected to have similar fiscal characteristics. 


The marina site is presently undeveloped. The proposed 
marina would be a commercial facility and as such could 

be expected to produce additional sales and property tax 
revenues. Although no specific project has been proposed, 
the general scale of the site and the development that could 
occur indicates combined sales and property tax revenue 
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Table B-1 


FISCAL IMPACT OF THE MENLO INDUSTRIAL CENTER 


ON THE CITY OF MENLO PARK 


Projected Annual Amount 


Key Revenue Sources in 1978 Dollars 
Property Tax $20,870 
Franchise Taxes 2,389 
Business Licenses 18,425 
Sales Taxes 2,000 
TOTAL $43,684 


Annual Costs 


Attributed to the Average Cost 
@ Industrial Development Basis 
Police 516,547.06 
Public Works 8,915 
General Government De Oe 
TOTAL S25 7000 
Net Annual Average Cost 
Revenue (Cost) Basis 
al Whe ps Be A 


Source: Urban Economics Corporation (R-A.6) 
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Marginal 
Basis 


$8,915 


Marginal 
Basis 


$34,769 


Cost 


Cost 


Table B-2 


SUMMARY OF THE FISCAL ANALYSIS FOR THE 
SUNSET MEADOWS RESIDENTIAL DEVELOPMENT 


Annual Summary - Additional Revenues and Expenditures 


L9B0=sh 1981-62 1982-83 1983-84 1984-85 1985-86 
Revenues $12,016 $36,270 $64,015 $94,351 S113, 379 $119,922 
Expenditures 49,078 39,203 79,066 60,328 81,343 69,089 


Surplus o(Deficit ye S377 062) (e279 35)08 Wado OoL) $34,023 S 32,032 $ 50,833 


Cumulative Summary - Additional Revenues and Expenditures 


1981-81 L9Si=82 1962=83 1983-84 1984-85 1985-86 


Prior Year $ -- (33 7,062)> ($39,995) “($55,046) ~ ($217,023) $11,009 
Revenues e2F OMG: S620 64,015 94,351 IIL 5 Shes 119,922 


Expenditures 49,078 39,203 79,066 60.328 81,343 69,089 


Surplus) (Detier£)(537 , 062) 9e(s30, 995) (555,046 )9" (S21702'3) $11,009 $61,842 


Source: Ralph Anderson & Associates (R-A.4) 
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between $25,000 and $50,000. Service costs for commercial 
facilities are typically below revenue so the marina can be 
expected to produce some net revenue. 


Actual revenues and costs for these lands, if they were an- 
nexed to an incorporating City of East Palo Alto, would 
undoubtedly be slightly different than projected for the 
City of Menlo Park. However, the data is adequate to sup- 
port several conclusions about the fiscal impact on East 
Balo Alto, 


During the first several years of municipal operation the 
annexation of all the land south of Willow Road would add 
additional costs to East Palo Alto (if currently proposed 
projects were approved). This is a problem, since it is in 
first years of municipal operation (1981-83) that the base 
City of East Palo Alto is shown to have a substantial revenue 
short-fall. Addition of the south of Willow properties could 
worsen this situation. Even if the deficits associated with 
the first several years of the subdivision could be avoided, 
the net revenues from these lands would not offset the 
projected deficits in East Palo Alto. In the long-term, 

if the initial deficits associated with the subdivision 

could be somehow mitigated, and the marina site was developed 
as a successful commercial facility, the lands south of 
Willow Road could be expected to be a fiscal advantage for 
East Palo Alto. This fact also applies to Menlo Park, which 
would tend to encourage Menlo Park not to de-annex these 
lands. De-annexation would require the approval of both 

the City of Menlo Park and the affected property owners. 
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Boundary Alternative #2 


INCORPORATION OF EAST PALO ALTO 
WITHOUT THE AREA OF COUNTY SERVICE AREA #5 
WEST OF THE BAYSHORE FREEWAY 


This alternative would exclude the area currently considered 
a part of East Palo Alto from an incorporated East Palo Alto. 
The land is adjacent to Menlo Park. A local property owners' 
group has been actively pursuing annexation of the area to 
Menlo Park. 


The area west of the Bayshore Freeway occupies less than 

ten percent of the land area of East Palo Alto but is 
developed at a higher density. Seventeen percent of East 
Palo Alto's population resides in thevarea.” It-is the loca- 
tion of the major commercial area in East Palo Alto. Because 
of the higher residential density and generally more costly 
homes, the area produces a larger proportional amount of 
property tax revenue. The area is the most fiscally sound 
part or Bast Palo ewaito. 


It is estimated that thirty percent of the assessed value 

in East Palo Alto is to the west of the Bayshore area. Also, 
the commercial activity west of the Bayshore Freeway accounts 
for a tlarge portion of East Palo Alto's sales tax revenue and 
other state-shared revenue. Table B-3 shows the breakdown 

of current sales tax and state-shared revenue between East 
Palo Alto and the west of the Bayshore area. 


Other revenues, such as service charges, should be relatively 
equivalent on a per capita basis between the two areas. This 
means that for these revenues the amounts attributed to the 
west of the Bayshore area should be proportional to the 
population. 


The net affect of not including the west of the Bayshore 
area with East Palo Alto is estimated to be a twenty-two 
percent reduction of potential revenue. The breakdown of 
this analysis is shown by Table B-4. 


On the expenditure side the elimination of the west of the 
Bayshore area would reduce municipal expenditures to some 
extent although many of the costs associated with the 
larger city would remain. 
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Table B-3 


COMPARISON OF SALES TAX AND STATE-SHARED REVENUE 
BETWEEN THE PORTIONS OF EAST PALO ALTO 
EAST AND WEST OF THE BAYSHORE FREEWAY 


| Projected Revenue Available in 1979 
East of Bayshore West of Bayshore 
Freeway Freeway 
Revenue Source 3 a m = 
ercen ercen 
$91,198 S52 25 
753 


9,269 
39,614 


Sales Tax 


OL 
35,162 
196,548 


Alcoholic Beverage Taxes 


Cigarette Taxes 


Vehicle and Trailer 
in Lieu Fees 


Gasoline Taxes a Soa 28,837 


Source: California State Board of Equalization (R-16) 


The conclusion of the analysis of the impact of not in- 
cluding the area west of the Bayshore Freeway is that it 
would make incorporation somewhat less feasible than anti- 
cipated by the fiscal analysis, since the loss of revenue 


would not be completely recovered by reduced municipal costs. 
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Table B-4 


COMPARISON OF REVENUE FROM THE EAST AND WEST 
OF BAYSHORE FREEWAY PORTIONS OF EAST PALO ALTO -- 1980-81 


(Thousands of 1979 Dollars) 


East West Movteauls 
Local Revenue 
Property Tax Re aes Buel Opie ecen Ss) SI ed) 
Sales Tax 103543 69.8 ey PR 
Business License Tax Pe.2 125 30S 
Utility Franchise Tax 209507 40.0 2AD 
Licenses and Permits 3.3.6 6.4 40.0 
Fines and Penalties 34:35 6.6 Agvet 
Services Charges and Fees TBO 0 S6n0 PP aie 19 
Use of Money and Property See Meee 502-0 
Property iranster Tax 2050 20) 3176 
Subtotal of Local Revenue S 90S. /.. on 20a) silo. 
Percentage 75.4 24.6 10020 
State Shared Revenue 
Cigarette Tax 33.0 oD ASioA 
Alcoholic Beverage Fees Phere 2a 4.4 
Vehicle and Trailer Fees 196.0 AOw2 23652 
Gas Tax i aule ct) 26.9 158.5 
Subtotal of State-Shared 
Revenue SeSOCe St Sees) es Aa zee 
Percentage SZe2 tae e: BOO R0 
Federal Revenue Sharing 1 LOS Td Pose 396 Oe rSe 2 35. 0 
Percentage 83.0 E70 100.0 
Total General Revenue Si29425 S41 S70 slo 4.5 
Total Restricted Revenue L166. 1 33405 199.6 
Percentage of Total Revenue 18:0 22.0 100.0 


Source: McDonald & Associates 
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Boundary Alternative #3 


ANNEXATION OF EAST PALO ALTO 
TO THE CITY OF MENLO PARK 


The third boundary alternative is the annexation of East 
Palo Alto to the City of Menlo Park, which would simply 
extend its present services to East Palo Alto. This would 
be accomplished by dissolving most of the special districts 
providing municipal services to East Palo Alto and expanding 
the existing Menlo Park city departments. Notable excep- 
tions would be the Menlo Park Fire District,|;the East Palo 
Alto Sanitation District and the County Library, which would 
continue to provide service as before annexation. 


Since incorporation of East Palo Alto was found to be 
infeasible at the present time, the fiscal feasibility 

of Menlo Park annexing East Palo Alto depends entirely 

upon economies of size that the new, larger City of 

Menlo Park might achieve. The situation is unlike a typical 
annexation, where a city attempts to capture new revenue by 
annexing undeveloped land. Because East Palo Alto is nearly 
fully developed and is presently fiscally dependent upon San 
Mateo County, it may not be attractive to Menlo Park. Also, 
revenue limitations imposed by Proposition 13 make new 
revenues unlikely,and the recently passed Proposition 4 
restricts increases in service expenditures beyond existing 
levels not reflecting population growth or general inflation. 
However, annexation to Menlo Park is an interesting alter- 
native because in spite of its drawbacks, it may be the most 
economical way of providing municipal services to East Palo 
Alto. Menlo Park, which surrounds East Palo Alto on three 
sides, presently has a public service infrastructure that 
Might be expanded more economically than creating an en- 
tirely new city government. The new, larger city would 

also be close to being eligible for HCDA block grant funding 
independent of San Mateo County, in addition to other federal 
categorial grants, because its population would nearly 
exceed 50,000. 


Municipal services in Menlo Park are currently financed 

by a relatively healthy and adequate tax base, supported 

by high property values and a high level of retail sales. 

On a per capita basis, there are dramatic differences in the 
revenue available to Menlo Park as compared to East Palo Alto. 
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For the two components of municipal revenue mentioned, 
property taxes and sales taxes, Menlo Park receives per 
capita $36 and $65 respectively. In East Palo Alto per 
capita property taxes available to the new city would 
equal $19, while sales taxes per capita would equal only 
$8. Table B-5 compares the per capita revenues presently 
available to Menlo Park and East Palo Alto. By annexing 
East Palo Alto,Menlo Park's per capita revenue would be 
substantially diluted. 


On the expenditure side, current per capita expenditures 

in East Palo Alto differ substantially from Menlo Park. 

A comparison of expenditures for key municipal services is 
shown in Table B-6. The substantial differences lie in 
expenditures for general government, where Menlo Park spends, 
on a per capita basis, 138 percent aS much as East Palo Alto; 
and police, where expenditures in East Palo Alto per capita 
are 75 percent higher than Menlo Park. The low cost of 
general government in East Palo Alto reflects costs not 
accounted for in the initial analysis (non-separable costs 
for services provided by San Mateo County), but even if 
these were included,it is unlikely that these costs would 

be as high in East Palo Alto. The difference in police 
costs reflects the fact that the demand for police services 
in East Palo Alto is generally higher than in Menlo Park. 
East Palo Alto has a substantially higher crime rate in 

both‘ Part 1 -and@Partvlmmofienses:. 


Annexation of East Palo Alto by Menlo Park would be fis- 
cally feasible, but the new city would undoubtedly suffer 
an initial reduction in per capita revenue. This might 
lead to reduced service levels if revenue from East Palo 
Alto does not cover the marginal costs of extending ser- 
vices. As the revenue base in East Palo Alto improves (as 
it was shown to do in the fiscal analysis), this potential 
impact would diminish. 


The estimated marginal costs of extending key municipal 
services to East Palo Alto are shown in Table B-7. Discus- 
sion with the City of Menlo Park officials indicated that 
police services could be provided to East Palo Alto by 
Menlo Park without increasing per capita costs. Economies 
of size are potentially available for other municipal 
services, including general government and community 
development. It is estimated that the per capita costs 

of extending these services could be as much as fifty 
percent below the current per capita average costs in 
Menlo Park. If this is true, a Significant expenditure 
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Table B-5 


EAST PALO ALTO BOUNDARY ALTERNATIVE #3 -- 
REVENUE ANALYSIS 


City of Menlo Park Estimated East Palo 
Revenue Alto Revenue 
Revenue Source 1978-79 1978-79 


$1,000,000 $350,000 
1,790,000 151,000 


LOCAL REVENUE SOURCES 


Property Tax 
Sales Tax 


Business License Tax 
Utility Franchise Tax 
Licenses and Permits 
Fines and Penalties 
Service Charges and Fees 
Use of Money and Property 
Property Transfer Tax 


STATE-SHARED REVENUE 
SOURCES 


Cigarette Tax 
Alcoholic Beverage 
Taxes and Fees 
Vehicle and Trailer 

in Lieu Fees 
Gas Tax 


STATE AND FEDERAL GRANTS 


General Revenue Sharing 


206,000 
206 ,000 
146,000 
160,000 
170,000 
154,000 
60,000 


115,000 
16,000 


381,000 


296,000 


126,000 
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23,500 

9,800 
40,000 
41,000 
50,000 
50,000 
31,000 


45,000 
3,700 


191,000 


160,000 


233,000 
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Table B-6 


EAST PALO ALTO BOUNDARY ALTERNATIVE #3 -- 
EXPENDITURES 


City of Menlo Park East Palo Alto 
1978-79 "Base Case" 


General Expenditures for 1978-79 


Key Municipal Services 


General Goverment S$ 848,909 Ssil 3S AEM nero; 


Police 1,278,024 47 1,472,076 


Community Development 253,417 9 36,150 


Public Works 1,220,840 45 814,464 
(Not Including 
Sanitation) 


Parks and Recreation 313,461 169,678 
Library 2837170 1587270 


TABLE To=/ 


MARGINAL COSTS FOR EXTENDING 
MENLO PARK MUNICIPAL SERVICES TO 
EAST PALO ALTO 


Estimated Cost Under Estimated Cost of 
East Palo Alto Menlo Park Extending 
Incorporation Alternatives Services to 
A&B East Palo Alto 


Municipal Service 


at 
General Government Se 330,000 S2e260;,006 
2 


Police 1,222,300 850,000 


Community Development 162,000 80,000> 


$1,714, 300 $1,210,000 


1. Assumes that the marginal cost of extending general govern- 
ment services to East Palo Alto would be fifty percent of 
the existing average per capita cost. 


2. Assumes that the marginal cost of extending police services 
to East Palo Alto would equal the current average per capita 
cost of police service in Menlo Park, applied to East Palo 
Alto's estimated population (18,000). 


3. Assumes that the marginal cost of extending planning and 
building inspection services to East Palo Alto would equal 
fifty percent of the current average per capita cost of 
community development service in Menlo Park, applied to 
East Palo Alto's estimated population. 
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saving could be realized. Table B-7 indicates a potential 
$500,000 saving under the Menlo Park annexation alternative 
as compared with the East Palo Alto incorporation alternatives. 


Although the new City of Menlo Park's average per capita 
revenue would decline, East Palo Alto should produce 
adequate revenue to cover additional costs to Menlo Park, 
and hence not be a drain on the revenue base of the 
existing citys 


The capital improvements required in East Palo Alto to 
streets, drainage projects and the water system, could 
cause a problem for Menlo Park, unless county responsi- 
bility was continued. The fiscal analysis estimates over 
$22,000,000 worth of required improvements. It is assumed 
that Similar to the incorporation alternatives, the County 
of San Mateo would complete most of these planned projects. 
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